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PREFACE 


Codperative marketing has commanded the interest of many 
and varied persons in this country, particularly within the last 
decade. Government officials, such as former President Calvin 
Coolidge, President Herbert Hoover, and former Secretary W. 
M. Jardine, have leaned sympathetically toward codperative 
marketing, believing it would help the farmers solve some of 
their problems. The United States Department of Agricul- 
ture has made valuable contributions to the subject of co- 
operative marketing through investigations. Chambers of 
Commerce have taken an active interest in spreading the co- 
operative marketing idea among farmers with the hope that 
it would bring prosperity to the agricultural class. Colleges 
and universities have made investigations in codperative mar- 
keting, and have been offering courses in this subject, with a 
view to finding out the pitfalls and essentials of codperative 
marketing, and making known scientific data to the public in 
general and to the farmers in particular. Professional pro- 
moters have been busily engaged in organizing codperative 
associations. Finally, enterprising farmers have been con- 
tributing to the codperative movement by participating di- 
rectly and indirectly in it. Partly because of these many and 
varied activities, over one-third of the farmers in the United 
States are now members of codperative associations. 

A movement in which so many people are interested and 
financially involved is worthy of many critical examinations. 
Through his examination, contained in this book, the author 
hopes that he has made some contributions to the subject of 
codperative marketing. He also hopes that he has written a 
book which will be used as the basis of courses in codperative 
marketing, which will be used as collateral reading in general 
courses in the marketing of agricultural products, and which 
will be used as a guide by managers and promoters of co- 
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operative organizations. For twelve years the author has 
been giving courses in codperative marketing at the Oregon 
State College. Part of this time he has also been acting as a 
director and technical adviser to codperative associations. In 
addition, he has had experience in helping in the organization 
of codperatives. 

Throughout the book the author has attempted to lay con- 
siderable stress on the problems, methods, and results of co- 
operative associations. In so doing he has treated the subject 
historically and functionally, believing that such procedure 
would give the student a good grasp of the codperative move- 
ment. The author has included a good deal of descriptive 
matter in the book, in order to lend concreteness to the dis- 
cussion and to give a better picture of the whole codperative 
movement in this country. The book is largely confined to 
codéperative marketing in the United States, because the author 
believes that codperative marketing in this country is a suffi- 
ciently large and distinctive field to demand separate treat- 
ment. 

In compiling the data the author has used original and 
secondary sources. For his material he is indebted to the 
United States Department of Agriculture, to authors of bulle- 
tins, magazine articles, and books, and to presidents and man- 
agers of codperative associations, who have generously given 
of their time in answering questionnaires and in talking per- 
sonally with the author. 

The author desires to make special acknowledgment for the 
help of Prof. L. B. Baldwin of the Oregon State College who 
read the entire manuscript and offered valuable suggestions 
on it. He also wishes to express his appreciation to the follow- 
ing men, each of whom read one chapter or more of the manu- 
script and offered constructive criticisms for improvement: 
Prof. L. L. Alexander of Missouri State Teachers’ College, 
Prof. E. J. Brown of the University of Arizona, Prof. H. W. 
Cordell of Ohio State University, Dean H. C. Dale of Miami 
University, Prof. E. F. Dummeier of the State College of 
Washington, Prof. H. E. Erdman of the University of Cali- 
fornia, Prof. H. C. Filley of the University of Nebraska, Mr. 


PREFACE Vii 


H. G. Fredell of the University of California, Prof. M. H. 
Greene of the University of Utah, Prof. R. M. Green of the 
Kansas State Agricultural College, Prof. B. H. Hibbard of 
the University of Wisconsin, Dean H. V. Hoyt of the Brigham 
Young University, Prof. W. L. Leonard of Whitman College, 
Prof. P. L. Miller of Iowa State College, Prof. M. N. Nelson 
of Oregon State College, Mr. E. E. Seibert, manager of the 
Codperative Managers’ Association, and Dean W. L. Wanlass 
of the Utah Agricultural College. Finally, the author wishes 
to express appreciation for the valuable assistance of his wife, 
who helped in the important work of checking all the figures 
and quotations. 


N, H.C. 
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PART I 


BUSINESS COOPERATIVES 


COOPERATIVE MARKETING OF 
AGRICULTURAL PRODUCTS 


CHAPTER I 
SOME MARKETING PROBLEMS 


The Traditional Marketing System 


Prior to the Civil War period marketing was, no matter 
how inefficient it may have been, somewhat orderly, system- 
atic, regular. A product ordinarily could be traced through 
certain definite channels; it had a customary route. From 
the original producer—manufacturer, miner, fisherman, 
farmer—goods as a rule passed into the hands of the whole- 
saler, then into the hands of the retailer, and finally into 
the hands of the consumer. This system was, and is, known 
as the regular, traditional scheme of marketing. 


Direct Marketing 


But to-day marketing is, to use a mild term, extremely 
complex. While some products still go through the regular 
channels of trade, many commodities follow quite different 
courses. For illustrative purposes a few examples may be 
fitting. An article may be marketed directly. It may pass 
through the parcel post, or through the express, or through 
the public market directly from the original producer to the 
final consumer. It may flow directly from the manufacturer 
through his branch stores or other agencies to the final con- 
sumer. It may be purchased by the final consumer at the 
original producer’s place of business. It may be taken by 
the original producer to the home of the final consumer and 
there sold, exchanged for ready cash or credit. Such is direct 
marketing. Its channels are at once many and varied. 
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Irregular Indirect Marketing 


On the other hand, a product may have a more indirect 
route than any of the foregoing courses and yet not follow 
the regular channel of trade. It may first go from the origi- 
nal producer to the wholesaler, and then pass through the 
wholesaler’s branch stores or other agencies to the final con- 
sumer. It may first go from the original producer to the 
chain store or the unit store or the department store or the 
codperative store or the mail order house, and then pass to 
the final consumer. It may first go from the original pro- 
dueer to the pushcart man or the basket man or some other 
peddler, and then pass to the final consumer. Thus the ir- 
regular indirect channels through which a product may be 
distributed are comparatively numerous and different. 


Original Differentiation of Traders 


Now in the traditional system of marketing the function- 
aries by whom goods were manufactured and sold could be 
easily classified; they had pretty definite duties to perform, 
and their services, as it were, largely set them apart, dif- 
ferentiated them. To exemplify: the manufacturer turned 
out the finished goods; the wholesaler bought them in large 
lots and subdivided them and sold them to the retailer in 
small quantities; and the retailer distributed them to the 
consumers according to daily demands. Then a manufacturer 
was a manufacturer; a retailer, a retailer; and a wholesaler, 
a wholesaler. It was his functions that distinguished one 
trader from another. 


Difficulty in Distinguishing Traders To-day 


But to-day it is exceedingly difficult to make such differ- 
entiation. The functions of these traders have undergone 
a change, they have been modified, increased, decreased. To 
illustrate: a manufacturer may turn wholesaler, or he may 
turn retailer, or he may turn both. Likewise a wholesaler 
may do a manufacturing business, or a retail business, or 
both. Similarly, a retailer may add to his functions manu- 
facturing or wholesaling or both. In like manner a commis- 
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sion man may function as a broker; or a broker as a com- 
mission man; or either functionary may at any time change 
into a principal. Finally, any agent may assume just part 
of the duties of any other traders. An example is that of 
the manufacturer who helps create consumer demand for his 
product through national advertising, through supplying re- 
tailers with descriptive literature, window displays, and the 
- like. In such instance the manufacturer assumes that it is 
not merely enough to sell his goods to the retailer, he must 
assist the retailer in disposing of them. ‘Thus it goes: a 
functionary, at will, modifies, increases or decreases his 
services. 


Confusion in Marketing 


Confusion, therefore, reigns supreme in the present mar- 
keting system—if indeed it may be called a system. Goods 
are now marketed through the traditional system, now 
through one of the direct marketing channels, now through 
one of the irregular indirect marketing courses, and now 
through a combination of channels. Goods now supposedly 
pass into the hands of a wholesaler; but on closer scrutiny 
this wholesaler is also a retailer or manufacturer or both. 
Goods now supposedly go to the retailer, but on closer in- 
spection he is a wholesaler or manufacturer or both. Goods 
are now supposedly consigned to a commission man, but on 
careful examination he is found to be a principal. Goods 
are now supposedly sent to a broker, and he, too, changes 
into a principal, or, it may be a commission man. The con- 
sumer demand for goods is now supposedly to be created 
by the retailer, but on closer study it is found that either 
the wholesaler or manufacturer has a hand in the pie. With 
such a chaotic state of affairs, how may a producer, such as 
a farmer who is unskilled in human contacts, in business, 
choose the marketing channel or even the trader that will 
give him optimum returns? Here is a task of the first mag- 
nitude confronting the individual producer. 
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Unbalanced Production in Agriculture 


Another difficulty facing the farmer is that of codrdinating 
production and sales. Particularly since the seventies the 
farmers of this country from time to time have been con- 
fronted with unbalanced production. To illustrate, the corn 
crop of the United States in 1878 was 64 per cent greater than 
that of 1874, yet, when allowance was made for the extra 
cost of handling, it netted the farmer $149,000,000 less than 
the smaller crop.1 From that date onward other large corn 
crops have yielded less money than smaller ones. Likewise 
the same thing has been true at times with crops of wheat, of 
cotton, of tobacco, of apples, of prunes, and of many other 
farm goods.? Put in another way: sometimes the farmers 
of a given crop produce a larger supply than the markets can 
absorb at a reasonable price; at other times they produce 
less than the markets can absorb at a reasonable price. One 
year there is overproduction, another year there is under- 
production, and sometimes there may be what is termed bal- 
anced production—just enough for the markets to absorb at 
a reasonable price. 

In the past, farmers have endeavored to meet the question 
of unbalanced production in different ways. Collectively, 
farmers have issued proclamations advising that produce be 
withheld from the markets till a certain price was offered. 
In other cases, farmers have collectively advocated acreage 
limitation. This plan has taken two forms: (1) farmers 
have been advised to plant less; (2) they have been urged 
to plow up a portion of the crop. In other instances, farm- 
ers have resorted to burning a fraction of a large crop with 
the hope of codrdinating supply and demand. And on still 


1H. G. Nourse, Agricultural Economics, p. 438. : 

2'The Federal Reserve Board has introduced an additional factor 
to account for in the problem of unbalanced production. Professor 
J. R. Commons has splendidly shown how the prices of farm products 
have been affected by the manipulation of the rediscount rates. But 
so far the board has merely complicated the problem for the farmer. 
5 Commons in the North American Review, January and February, 
1928. 
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other occasicns farmers have refused to harvest a part of the 
crop, because the price offered was considered relatively too 
low by these producers. While some of these schemes may 
have at times temporarily succeeded, they have by no means 
been permanently successful. The problem of unbalanced 
production still looms up on the farmer’s horizon. 


Deterioration of Perishables 


The annual losses from decay of perishable farm products 
also present a significant marketing problem for the farmers, 
if not for society at large. One authority estimates that 
“between 30 and 40 per cent of the perishables which are 
raised on the farm are never consumed at all but are a com- 
plete social loss.”* Of this amount between 20 and 30 per 
cent of the products deteriorate on the farms before they 
can be marketed. The balance decays while en route to the 
markets or in the markets. 

Perhaps this colossal loss can be made more vivid by a few 
concrete examples. Of all the eggs produced in this country, 
it is said that 17 per cent never reach the consumer because 
of breakage, decay or what not.* In the city of New York, 
2,500,000 pounds of vegetables and 6,500,000 pounds of fruit 
were condemned and destroyed by the New York Board of 
Health in one year because of decay. Around 15 per cent 
of the butter produced is never consumed, because it is unfit 
for human consumption. These losses are large and, there- 
fore, are important to the farmer. How can he prevent 
some of them? 


Sale of Unstandardized Products 


While the Federal and state governments, the colleges of 
agriculture, and trade organizations have done much to stand- 
ardize farm products, still many farm commodities are thrown 
on to the markets in an unstandardized state. Eggs are here 
and there marketed by individual farmers without regard to 


color, degree of freshness, size, or weight. Wool at times is 
a a a ce oe 
2A, B. Adams, Marketing Perishable Farm Products, p. 25. 
4 Ibid. 
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sold by individual sheepmen irrespective of grade. Cotton 
in different parts of the cotton belt is marketed without due 
regard to grading. Tobacco now and then changes hands 
before a careful consideration of its quality has been given 
by the grower. The same thing is true of fruits and vege- 
tables and other farm produce. Much still remains to be 
done along standardization lines, and until this problem has 
been more adequately solved the farmers of the country will 
continue to suffer unmeasured losses. 


Geographical Price Fluctuations 


The prices which farmers receive for their products vary 
appreciably in different states. To exemplify: on December 
1, 1921, wheat ranged in price all the way from 72 cents a 
bushel in Idaho to $2.08 a bushel in South Carolina. On 
September 1, 1914, hay varied in price from $5.00 a ton in 
North Dakota to $21.50 a ton in Connecticut. On June 15, 
1914, eggs ranged in price from 14 cents a dozen in Oklahoma 
to 31 cents a dozen in Arizona. On October 15, 1914, toma- 
toes varied in price from 29 cents a bushel in Delaware to 
$2.05 a bushel in Arizona. To further exemplify, even in 
such well-organized markets as Minneapolis and Kansas City 
there are wide spreads between the same grades of Dark 
Northern and Hard Winter wheat on a given day.’ 

As prices vary in different states, so also to some extent 
do they vary in different localities in the same state. While 
the author has not collected as extensive figures on such price 
variations in different sections of a given state as he has for 
different states, several personal observations have been made 
that reflect such geographical variations in a given state. 
About six years ago, a farmer from Tillamook, Oregon, was 
offered more than $60 less in Tillamook for dressed hogs than 
he received the following day on Front Street, Portland, Ore- 
gon, for the same hogs. In view of the fact that the value 
of these dressed hogs was less than $175, the sectional varia- 


5U. S. Department of Agriculture Yearbook, 1921, pp. 138, 142, 143. 
6 Adams, op. cit., p. 39. 


7U. 8. Department of Agriculture Yearbook, 1921, pp. 138, 142, 143. 
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tion in prices was of vital concern to that producer. The 
author has observed many other variations in the prices of 
the same products in different parts of a given state that are 
equivalent to 20 per cent. . 

It is of course a recognized fact of common knowledge 
that some geographical price variations are to be explained 
in terms of distance from markets. Due allowance for this 
‘fact, however, still leaves some sectional price variations to 
be explained on other grounds. The Oregon hog case, already 
noted in the foregoing paragraph, is somewhat significant be- 
cause that farmer made over $30 a day by going from Tilla- 
mook to Portland, Oregon, to sell his hogs; that is, if he be al- 
lowed two days to make the round trip—which time was more 
than adequate. If country buyers of farm products, moreover, 
could not make fairly good margins out of geographical price 
variations, there would not be so many of them plying their 
trade. In view of these sectional price variations, the farmer 
is, therefore, confronted with the problem of selecting a market 
wherein to sell his produce. At times’a proper selection of 
markets means much in dollars and cents to the producer. 
Yet such selection is by no means easy for the individual 
farmer who ordinarily does not have adequate market news 
to enable him to make a wise choice of markets, and who 
hardly has the knowledge to interpret the market news prop- 
erly if he were in possession of it. 


Inefficient Physical Distribution 


Still another problem confronting the farmer relates to in- 
efficient physical distribution. Where the farmers individ- 
ually distribute their milk and other perishable farm prod- 
ucts directly or indirectly to city consumers considerable 
duplication of routes have been noted. To illustrate: On 
one block in Corvallis, Oregon, there are four houses. In 
1924, three different dairies delivered milk to these four houses 
daily. Again, had the city of Chicago adopted a unified 
system of milk delivery in 1917, then 55 per cent of the men 
and 37 per cent of the horses used to distribute milk in that 
city could have been dispensed with, eliminated, and yet the 
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milk would have been equally well delivered. Such duplica- 
tion of routes spells great loss. 

Besides these duplication losses, there are others that can 
be found in the physical distributive process. At times, car 
shortages are acute in different parts of the country, and as 
a consequence farmers lose much because they cannot ship 
their goods at the proper time. Closely akin to this loss is 
the loss arising from poor terminal facilities. In some of 
our cities, especially Chicago and New York, terminal facili- 
ties have not grown and changed with the cities, and the 
result is unnecessary delay in handling produce. Still an- 
other loss arises out of transferring and reconsigning ship- 
ments. ‘Over 180,000 cars of perishable foods are consigned 
annually to Chicago, but nearly half of them are transferred 
and reconsigned to other points, especially to eastern mar- 
kets. The expense and waste incident to delays and diffi- 
culties of switching cars from the line on which they arrive 
to the line of departure from Chicago; and the value of the 
time lost in locating and inspecting cars at the various yards, 
constitute an important item.”® Is it not possible to reduce 
some of these losses? 


Inadequate Demand Creation 


How to make demand creation more effective is another 
marketing problem that is decidedly important. Wide varia- 
tions in efficiency of sales people are noted from time to time. 
One retail manager in Portland, Oregon, told the author that 
some of his clerks sold twice as many goods as other clerks 
during a busy day. Salesmen on the road likewise vary 
greatly in ability according to innumerable manufacturers. 
It is also believed that great wastes occur in advertising. 
One authority stated that 75 per cent ** of the advertising 
misses the mark, rolls up in a loss. Perhaps this is an ex- 
aggeration. A more conservative estimate is made. by Pro- 


8B. H. Hibbard, Marketing Agricultural Products, pp. 352-3. 

® Report of the Federal Trade Commission on the Wholesale Mar- 
keting of Food, 1920, p. 16. 

10 A, W. Douglas, Merchandising, p. 130. 
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fessor Daniel Starch. He maintains that advertisements can 
be made on an average 10 per cent more effective. Here 
are wastes then that need careful consideration. 


Variations in Marketing Costs 


That some agencies are more efficient in marketing goods 
than others may be reflected in the variation in marketing 
costs and failures in marketing. One investigation shows 
that the cost of doing business in retail grocery stores in 
Wisconsin ranged from 12 to 22 per cent of sales, and that 
the modal group had a range from 1414 per cent of sales to 
17 per cent.1‘ In Oregon the variations in costs-to-sell in 
retail grocery stores were from 14 to 20 per cent of sales in 
1924. In 1923, it was found by the author that department 
stores in Oregon had a range in costs-to-sell from 20 to 33 
per cent of sales for the year 1922. 

It has been estimated, moreover, that the total cost of mar- 
keting agricultural goods ranges from 15 to 65 per cent of 
the price paid by the consumer.? Of this amount the retail 
cost is by far the largest, the wholesale cost being only from 
5 to 10 per cent in the case of staples. It is stated, for ex- 
ample, that “the average cost of retailing staple commodities 
ranges from 20 per cent to 50 per cent of the price paid by 
the consumer, and a very common cost is 30 to 35 per cent.” ** 
Tt has been estimated by A. B. Adams in his work Marketing 
Perishable Farm Products that it costs about 10 per cent more 
to market agricultural products than to market manufactured 
goods. Adams also believes that it costs much more to mar- 
ket agricultural commodities in the United States than in 
Europe. 

One result of some high marketing costs is the high retail 
mortality. It has often been said that 90 per cent of the re- 
tailers as a class in the United States fail, go out of business. 
Another possible result is that the farmer gets a lower frac- 
tion of the consumer’s dollar than he would if marketing costs 
ESE ieee Petes 


11P, H. Nystrom, Economics of Retailing, p. 67. 
12F. E. Clark, Principles of Marketing, p. 511. 
18 Jbid., p. 514. 
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were lower. However, this would depend largely on whether 
the advantage of the lower marketing cost were passed on to 
the consumer or to the producer or to both. Inasmuch as 
there may be a strong probability that the farmer may profit 
if marketing costs were reduced the individual farmer is in- 
terested in making a reduction in such costs. How may he 
do it? 


Improvement of Marketing by Codperation 


It has been suggested by many people, radicals and con- 
servatives, students and statesmen, that codperation is one 
way out of the marketing wilderness. Some say that farm- 
ers are in a better position to choose proper marketing chan- 
nels and proper traders if they select them collectively than 
if they select them individually. Others argue that the prob- 
lem of unbalanced production can be handled better if farm- 
ers will unite in their efforts to solve it. Some point out that 
codperation can reduce some of the losses due to the de- 
terioration of products and due to the lack of standardization. 
Others maintain that codperatives can smooth out geo- 
graphical price variations. Some allege that joint action 
among farmers can make physical distribution more ef- 
ficient than individual effort. Others point to codperative 
ways to make demand creation more efficient. Still others 
claim that codperatives can decrease marketing costs as well 
as solve innumerable other marketing problems. 

That a good many farmers, moreover, are convinced that 
codperative marketing will aid them in solving their mar- 
keting problems is reflected by the magnitude of the co- 
operative movement. At the present time there are about 
2,500,000 farmers in the United States who are members of 
codperative concerns, and these farmers through their asso- 
ciations transact business running over $2,000,000,000 an- 
nually. It is to a study of this codperative movement that - 
the rest of this book is devoted. Part I deals with Business 
Codperatives, Part II considers Special Codperative Problems, 
Part III takes up General Farmers’ Organizations, and Part 
IV gives the Conclusion. 
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QUESTIONS AND PROBLEMS 


\ebaeg ae the chief marketing problems confronting the farmers 
to-day / 

Point out the handicaps of the individual farmer in his choice 
of marketing channels and functionaries. 

Is the problem of overproduction more acute and more difficult 
to solve in agriculture than in manufacturing? 

Why do some orchardists prefer to call overproduction a state 
of underconsumption? 

Will it ever be possible to eliminate all losses due to the de- 
terioration of perishables? 

Why is it more difficult to standardize agricultural products 
than manufactured goods? 

Use issues of Agricultural Codperation to prove that some co- 
operatives have reduced marketing costs. 

The Chamber of Commerce of Portland, Oregon, made a large 
appropriation for the purpose of aiding farmers to market their 
goods. At the present time two men devote their entire time 
to the task. Why are the Portland business men so anxious to 
benefit the farmers of Oregon? 


CHAPTER II 
COOPERATIVE CITRUS FRUIT ASSOCIATIONS 


Experts generally consider that the California citrus fruit 
growers have one of the most successful codperative marketing 
associations in the world. It is also a popular belief that 
this organization has reached a high degree of efficiency and 
usefulness. From seashore to seashore one hears the Califor- 
nia citrus fruit growers lauded for their spirit of codpera- 
tion, for their resultful efforts. Nor is the popular praise or 
scientific approval wholly confined to this country, the home 
of the citrus producers, but it is found in foreign nations as 
well. Perhaps it is the model of codperative activity—if 
any model there be. 


Problems of the Industry in California 


The California Fruit Growers’ Exchange is the result of 
about thirty years of evolution.t During this period it has 
faced many marketing problems, and even yet it is facing 
difficulties. In fact, its origin and its development grew out 
of marketing problems. 

In the early life of the citrus industry there were certain 
well-defined obstacles to be overcome if the industry was to 
expand profitably. Among these problems were: 

1. How could the consumption of citrus fruits keep pace 
with the ever-growing supply? More citrus trees were being 
planted from time to time. Perhaps the nature of this prob- 
lem may best be comprehended through figures. To illus- 
trate, since 1890 the production of California oranges has 
increased 1,500 per cent. Here was a marketing problem of 


1 Of some importance is the Mutual Orange Distributors, a competi- 
tor of the California Fruit Growers’ Exchange, but limitations of 
space will not permit a discussion of it. 
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great magnitude that stared in the face the citrus fruit grow- 
ers of the Golden State. 

2. Another problem related to high marketing costs. In 
the early life of the California citrus industry the middleman 
system was used uniformly to distribute citrus fruits from 
the grower to the consumer. This system, it was alleged, 
ran the costs of marketing painfully high. The speculator 
who bought the fruit was partly held responsible for the so- 
called exorbitant cost of marketing. As proof it is pointed 
out that before the citrus codperative entered the field, ship- 
pers and commission men charged 7 to 10 per cent on the 
gross sales for selling and packers charged about 50 cents a 
box for packing. How these marketing costs could be reduced 
was a question asked by the citrus fruit growers. 

3. Quite as important as the foregoing difficulty was that 
of standardization. When the growers sold oranges and 
lemons individually, they had no standardized products. In 
some boxes of fruit were found frost-nipped oranges, wind- 
falls, bruised oranges, and perfect oranges. In other boxes 
of fruit the small, medium-sized, and large oranges were 
nestled together. Besides, many brands of oranges and 
lemons were found in the markets to perplex the consumer. 
As a result, the consumer could never be quite sure that the 
oranges he purchased one day were quite as good, or quite 
so bad, as those he bought on a previous day. To standard- 
ize the orange, therefore, was one fond hope of many citrus 
fruit growers when they organized codperatively. 

4, A fourth problem was occasioned by glutting the mar- 
kets. Before the era. of codperation among the California 
citrus fruit leah Wusiise or lemon gluts frequently oc- 
curred on some markets while other markets went begging 
for citrus fruits. It was practically impossible for the indi- 
vidual growers or shippers to evenly distribute the citrus 
crops throughout the markets in accordance with market de- 
mands, largely because these individuals could not collect, 
interpret, and disseminate market information with such ac- 
curacy and in such quantities and with such speed as to 
assure proper distribution. For individuals working sepa- 
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rately the cost was exorbitant and therefore prohibitive. But 
codperation seemed to offer a solution to this problem. 

5. Before codperation dawned, citrus fruit growers also 
complained bitterly about transportation rates and service. 
Formerly the freight rate on oranges going to the most im- 
portant markets of the country was $1.25 a hundred pounds, 
and the lemon rates ranged from $1.10 to $1.25 per hundred 
pounds.2 These rates were considered too high by the Califor- 
nia growers. Complaint was likewise made by the growers 
that they could not get enough cars, or the right kind, when 
they wanted them. Dissatisfaction over transportation fa- 
cilities and service, then, was another reason for trying out 
cooperation. 

6. Still another difficulty that the California citrus fruit 
grower thought he was laboring under was the tariff. He 
believed that united action on the part of most citrus fruit 
growers might bring favorable tariff rates to the citrus fruit 
industry of California. Codperation, therefore, was to be 
made the lever for prying up the tariff wall on lemons and 
oranges. 

7. Finally, the citrus fruit growers charged merchants and 
manufacturers with asking exorbitant prices for the supplies 
they sold to them. Of themselves, then, the citrus fruit grow- 
ers asked: “Can we not buy and manufacture our supplies 
collectively cheaper than merchants and manufacturers can 
give them to us individually?” “We think so!” And thus 
they tried. 


Early History of Codperation among California Growers 


The forerunner of codperation among the citrus fruit grow- 
ers of California was the Orange Growers’ Protective Union. 
It was organized as early as 1885, but it brought forth no 
significant results and was soon thereafter abandoned. It 
was in 1888 that the real beginning in codperation came. At 
that time the Pachappa Orange Growers’ Association was 
formed at Riverside, California. The members of this as- 
7 Des EO NLT aM UENO CN I 

2W. W. Cumberland, Codperative Marketing, pp. 148-9. 
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sociation were enterprising, quite ambitious. They operated 
a cooperative packing house in which they standardized their 
products. To the trade the officers of the organization then 
sold their standardized fruits. Here was a twofold effort at 
cooperation: first, codperative standardization, second, co- 
operative sale. It was a new adventure, but destined to be 
a relatively successful one. 

_ Other local codperative associations followed the Pachappa 
Orange Growers’ Association. Among them was the Clare- 
mont Fruit Growers’ Association. While the Pachappa and 
the Claremont were very successful, the. others were only 
moderately successful. Perhaps one reason why they were 
only partially successful lay in the fact that in selling their 
fruit they merely bargained with local buyers, whereas the 
Pachappa and the Claremont supervised the sale of their 
fruit in the East. 

Out of the success of these local associations developed 
another step in codperation. In 1893 a convention of citrus 
fruit growers was called at Los Angeles; and at this meet- 
ing it was decided to organize a district exchange in each of 
the main citrus territories. It was also decided to make uni- 
form packs at cost and to place the marketing of the prod- 
ucts in the hands of a committee consisting of one member 
from each established district. 


The Southern California Fruit Exchange 


Dissatisfaction with the foregoing plan soon developed, 
and from it grew what was called the Southern California 
Fruit Exchange. This exchange functioned as an overhead 
agency. It collected market information which it later dis- 
tributed to the district exchanges affiliated with it. Then the 
district exchanges acted as selling agencies, and the local 
associations affiliated with them functioned as packers. Here 
was the real foundation of the present California Fruit Grow- 
ers’ Exchange. In its first year the Southern California Fruit 
Exchange marketed 32 per cent of the entire citrus crop of 
California, and in 1900 it handled one-half of the California 


crop. 
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But the growers and speculators were not wholly pleased 
with the Southern California Fruit Exchange, and as a con- 
sequence they merged it into the California Fruit Agency. 
This action was a merger of codperatives and speculators, an 
amalgamation of the codperative exchange with the majority 
of speculative buyers and shippers. The new organization 
controlled approximately 90 per cent of the marketable 
oranges and lemons produced in California. Its large busi- 
ness control tempted it to fix prices arbitrarily, but little 
success attended its efforts along this line. Again dissatis- 
faction spread in the ranks of the growers, and as a conse- 
quence this organization dissolved. Perhaps the chief rea- 
son for its failure lay in the fact that its composition was 
too heterogeneous: its membership was composed of growers 
and speculators who had incompatible interests. 

The cause of this failure was very well put and further 
emphasized by G. Harold Powell, when he pointed out that 
“the California Fruit Agency was dissolved on September 1, 
1904, at the instance of the growers, who learned once and 
for all that the only satisfactory method of marketing was 
through an organization exclusively its own.” Powell recog- 
nized that the private middlemen sought profits,? while the 
growers sought service and the elimination of private profit. 
The two elements could hardly make a successful compound. 

After the dissolution of the California Fruit Agency, the 
Southern California Fruit Exchange resumed operations the 
same as before, with the exception that it included the San 
Joaquin and Sacramento Valley growers. Because of the 
new addition to the association it was thought best to re- 
christen it. In 1905, then, the organization’s name was 
changed to the California Fruit Growers’ Exchange. Under 
this name it has since done business. 


Present Organization of the California Growers 


There are three chief divisions to the present organization 
of the California citrus fruit growers: (1) the local associa- 
tions; (2) the district exchanges; and (3) the California 
a ae 


3 Report of the California Fruit Growers’ Exchange, 1916, p. 16. 
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Fruit Growers’ Exchange. For an indefinite period the grow- 
ers are tied up by contract to the local associations;+ the 
local associations are tied up by contract to the California 
Fruit Growers’ Exchange. During a short period of each 
year, however, the grower may withdraw from his associa- 
tion; but if he fails to do so during the specified time, he 
must remain in the organization for at least another year. 
Moreover, in case of contract violation, the member is forced 
to pay liquidated damages. 


Objectives of the Local Associations 


The local associations have many and different functions. 
Many supervise the pruning and fumigating of the orchards. 
Most of them set the time for fruit picking, designate the 
amount that shall be picked each time, and supervise the 
picking. Nearly all of them sort, pack, and grade the mem- 
bers’ fruits. Practically all have the authority to sell the 
fruit, but in reality a great many local associations delegate 
the authority of selling to the district exchanges, which seem 
to be in a better position to direct the movement of fruit 
than the locals. Every local establishes its own grade pools 
and owns its box labels, which tend to become known to mem- 
bers of the trade. Fruits, however, that meet the requirements 
of the “Sunkist” and “Red Ball” brands are sold under these 
labels—although these two brands are owned by the Cali- 
fornia Fruit Growers’ Exchange. 


Services of the District Exchanges 


A number of functions are performed by the district ex- 
changes. When and where authority is delegated by the 
local associations, the district exchanges sell the fruit of the 
locals. For the locals the district exchanges order cars. To 
the locals the district exchanges transmit the returns from 
fruit sold after they receive the proceeds from the Cali- 
fornia Fruit Growers’ Exchange. These represent the principal 
duties of the district organizations. 


4 While the continuous or self-renewing type of contract is the usual 
one in vogue, there are, however, various types of contracts. 
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Functions of the California Fruit Growers’ Exchange 


The central exchange tries to educate the citrus fruit grow- 
ers as to the most profitable methods of producing and pre- 
paring their fruits for the markets. It collects the proceeds 
from fruit buyers and transmits them through the district 
exchanges to the shippers. It attends to the inspection of 
the fruits that are en route and that have reached their 
destination. It collects, also disseminates, market informa- 
tion dealing with demand conditions, prices, and the move- 
ment of fruits. It handles all litigation arising out of the 
transportation and marketing of the fruit. It establishes 
sales agencies in the principal cities of the United States and 
Canada. Finally, it advertises citrus fruits extensively and 
otherwise develops new markets and holds old ones. 

So much for the objects of the three chief divisions of the 
California citrus fruit association. A discussion as to the 
relative efficiency with which the marketing functions are 
performed by the codperative will now be given. 


Assembly 


Before the codperative era the citrus fruit grower picked 
and otherwise assembled his own fruit. Then there were 
great variations in pickers; some were careful, some were 
less careful, and some were careless in picking the citrus 
fruits. One result was that much of the fruit was bruised 
and consequently decayed easily. Another result was that 
little attention was paid to size and quality. A third result 
was that no limit was placed on the percentage of the citrus 
crop that could be picked at different times. Picking is 
carried on quite differently to-day. Now it is done largely 
under the supervision of the local association composed of 
from fifty to two hundred citrus fruit growers, each holding 
on an average of about ten acres of bearing orchard. 

Ordinarily the fruit of each member of a local association 
is now picked by an itinerant skilled crew under the direc- 
tion of a field manager. This foreman is under the ‘direct 
supervision of the association manager and is held responsible 
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to him. To encourage careful and rapid picking many as- 
sociations hold out to the pickers a “quantity-quality 
bonus.” In addition inspectors examine the pickings to insure 
careful work. In order to avoid the transfer of crews and 
equipment orchards are usually picked in rotation. For 
oranges three pickings, as a rule, are made. Lemons are 
picked somewhat differently, but since oranges in California 
comprise the bulk of the citrus fruit no description of the 
methods used to pick lemons will be given. 

Costs for picking oranges vary with the type of box picked 
and with the season. In 1921 it cost from 7 to 10 cents per 
field box to pick oranges, and about 13 cents per packed box. 
The average expense per field box of a group of representa- 
tive orange associations was 5 cents a box in 1911; 5 cents, 
1912; 6 cents, 1913; 5 cents, 1914; 4 cents, 1915; 41% cents, 
1916; 5 cents, 1917; 5 cents, 1918; 7 cents, 1919; 714 cents, 
1920; and 9 cents, 1921.5 Needless to say, these picking costs 
also vary with the cost of labor, the volume of picking, and 
the efficiency of supervision. 

Various practices are in vogue in hauling citrus fruit from 
the orchards to the packing houses. In some instances, the 
associations have trucks in which the members’ fruit is hauled. 
In other cases transfer trucks employed by the associations 
or growers do the hauling of the fruit. Where the association 
hauls the grower’s fruit it generally resorts to a sliding-scale 
charge, say, “214 cents per field box for the first mile, and 
1 cent per box for each additional half mile.” * Costs of haul- 
ing, also, vary with the method used, the distance, the vol- 
ume, and the time. According to the California Fruit Grow- 
ers’ Exchange it cost on an average for hauling oranges per 
packed box, 2.9 cents in 1910, 3.7 cents in 1918, 4.9 cents in 
1920, and 4.6 cents in 1921. 

Codperative assembly offers some advantages. First, co- 
operative picking is done more carefully than individual 
picking. Secondly, it is likely to be done cheaper than indi- 
vidual picking because of the better utilization of crews and 
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machinery. Thirdly, limits to the amount and quality of 
fruit picked each time can be and are made, and these tend 
to distribute the crop in accordance with market demand. 
This is the case because, where the market demands large 
oranges, large oranges may be picked, or when the market 
demands one-third of a crop during December and January, 
one-third may be picked. The lack of control over the grow- 
ers and the lack of market information made these advan- 
tages impossible before the advent of codperation. 


Standardization 


In the days of individualism in marketing there was prac- 
tically no standardization in the orange and lemon trade. 
But in these days of codperation, standardization has reached 
a high level in the citrus fruit trade. The California Fruit 
Growers’ Exchange has two standardized brands, “Sunkist” 
and “Red Ball.” Under these brands only the “fancy” and 
“extra choice” and choice grades of oranges and lemons are 
sold. But the labels of the local associations, of course, are 
placed on the boxes of these standardized fruits, and while 
“Sunkist” and “Red Ball” are the only brands known to the 
consumers, the associations’ labels are known and recog- 
nized among car-lot buyers of citrus fruit. Because of soil 
and climatic conditions it is impossible to have absolute uni- 
formity in these grades, and as a consequence the exchange 
provides for a tolerance of 10 per cent in the higher grades 
and 5 per cent in the choice grades. Within these bounds, 
practical uniformity is expected. How is it attained? By 
separation of the fruit that varies in general appearance, in 
texture, or in color, into different grades. The grading proc- 
esses are accomplished by machinery, and careful human in- 
spection. 

The grading and packing are now done exceedingly well 
and at a comparatively low cost. That it is done extremely 
well is shown by the few complaints among consumers about 
not getting standardized oranges or lemons when they ask 
for “Sunkist” or “Red Ball.” That packing is accomplished 
at a relatively low cost is partly illustrated by the fact pointed 
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out by Dr: W. W. Cumberland, when he says: “Before the 
era of codperation, shippers charged about fifty cents a box 
for packing. Now [1917] an incomparable superior pack 
costs slightly over thirty cents a box when the fruit is handled 
by the associations, and independent packers and shippers 
are compelled to render the service for about the same price 
or run the risk of alienating their customers.”? The total 
packing-house expense per box has risen since 1917. In 
1921 the average cost per packed box of oranges was 74.76 
cents.* Variations in price levels and wages, of course, would 
account for a large part of the increased cost from 1917 to 
1921. 


Storage 


The California citrus fruit growers have made some storage 
gains through codperation. In the first place, losses from 
decay in transit, or, in the case of lemons, in storage and 
transit, have been reduced because of careful grading and the 
elimination of fruit subject to quick decay. In the second 
place, codperation distributes the fruit more evenly, and as 
a consequence there is relatively less need for storage than 
formerly. In the third place, codperation has provided better 
storage facilities than private concerns. 


Transportation 


It is customary to load orange boxes on end, some two 
layers high and six or seven rows wide across the car. Ordi- 
narily the refrigerator car holds thirty-three such stacks 
which comprise 396 or 462 boxes, depending, of course, upon 
whether the load is six or seven rows wide. 

From California, the citrus fruit usually rolls eastward in 
train loads. From time to time the fruit is inspected. When 
profitable, a good deal of the fruit is diverted en route and 
the markets are thereby fed in a more orderly manner, ac- 
cording to demand. 

About 85 per cent of the total transportation expenses 
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for oranges goes for freight charges. To refrigeration, goes 
a major fraction of the balance. Other expenses that are 
relatively insignificant are for heater charges, demurrage, 
and track storage. The total cost of shipping citrus fruit to 
Eastern markets when transported in standardized refrigera- 
tion cars approximates 20 cents per box. 

The California codperative has effected certain transporta- 
tion economies. Writing in 1917, Professor W. W. Cumber- 
land pointed out that “formerly the freight rate on oranges 
to most important markets was $1.25 a hundred pounds. 
Principally through the pressure brought to bear by the co- 
operative system, the rate was reduced to $1.15 a hundred.” ® 
Likewise codperation was largely responsible for forcing the 
lemon rate from $1.10 and $1.25 a hundred down to $1.00 a 
hundred. Savings, direct and indirect, were also effected 
when the codperative associations installed their own pre-cool- 
ing and refrigeration facilities. Besides, railroad claims are 
pushed more effectively now than formerly. Cumberland 
gives an example of one district exchange that collected on 
claims almost 50 per cent more than the total cost of its op- 
eration..° By diversion en route, the codperative has also 
prevented many market gluts. And very likely other sav- 
ings have been effected because of larger shipments now 
than formerly. 


Risk-Taking 


The California Fruit Growers’ Exchange collects market 
news, interprets it, and disseminates it to local and district 
managers. These managers are, therefore, able to direct fruit 
shipments into the markets in accordance with demand, and 
as a consequence, market risks resulting from gluts are ap- 
preciably minimized. 

Standardization of products, careful picking, and pre-cool- 
ing as well as refrigeration have also resulted in decreasing 
market risks arising out of decay and the rejection of ship- 
ments. Moreover, market risks growing out of overproduc- 


8 Cumberland, op. cit., pp. 148-9. 
10 Tbid., p. 158. 
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tion have virtually been eliminated by effective advertising 
that has thus far kept demand for citrus fruits expanding 
proportionately with increasing supplies. Credit risks like- 
wise have been reduced, partly through increasing f.o.b. ship- 
ments and partly through an effective collection system. 

Furthermore, risks hinging upon the fluctuations of prices 
of the supplies the growers purchased, have been decreased 
through the codperative purchase and manufacture of pack- 
ing-house supplies. The growers do the buying through a 
codperative supply company. Its volume of business ap- 
proximates $10,000,000 annually.1t Finally, the growers are 
virtually insured an average market price by the system of 
pooling. The pools may be monthly, holiday, after-holiday, 
or yearly pools. Each receives the average price that the 
fruit in the pool yields. Were it not for the pooling scheme, 
the grower might have his fruit sold on a high market or 
he might have it sold on a low market, and the attending 
risk therefore would be great. But now he is assured an 
average market price and he need not worry so much about 
his fruit being sold for low or high prices. 


Financing 


There are some 200 local associations, twenty district ex- 
changes, the California Fruit Growers’ Exchange, the Fruit 
Growers’ Supply Company, and by-products companies such 
as the Exchange Lemon Products Company and the Exchange 
Orange Products Company as well as the Protective League in 
this codperative citrus fruit system of California. In these 
divisions some 10,500 citrus fruit growers are interested. Al- 
ready the functions of the local associations, the district ex- 
changes, and the California Fruit Growers’ Exchange have 
been described. A word about the others is necessary. The 
Fruit Growers’ Supply Company buys and manufactures sup- 
plies for the growers. The by-products companies are manu- 
facturing various products from oranges and lemons which 
are not high enough in quality to be shipped and sold as fresh 


fruit. 
11U. §. Department of Agricultyre Bulletin 1261, p. 3. 
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To operate these associations and companies requires con- 
siderable capital. The local associations alone may each own 
property valued at $300,000 and do an annual volume of 
business of $1,000,000. ‘Shipments of the exchange during 
the 12-month period ending October 31, 1923, exceeded $55,- 
000,000. Purchases of the Fruit Growers’ Supply Company 
exceed $10,000,000 annually and the by-products companies 
converted 10,000 tons of lemons and 15,000 tons of oranges 
into various by-products during the year ending October 31, 
1922.’ 12 

How are finances provided for this huge codperative? 
Many of the concerns have stock and the growers have pur- 
chased it. Selling stock to growers by these companies, then, 
is one way to procure funds. A second way is by the em- 
ployment of the revolving finance plan. Still another way 
is by deducting a certain amount per box of fruit sold, before 
the proceeds are prorated among the growers. The expenses 
for. packing houses, especially for the erection of packing 
houses, have ordinarily been divided among the growers in 
proportion to their bearing orchards. Banks also have ex- 
tended a hand in financing the marketing of citrus fruits. 
Very likely the costs of codperative financing of citrus fruit 
marketing are as low as, or lower than, the costs incurred by 
old methods of financing. 


Demand Creation 


Despite the fact that the production of citrus fruit in Calli- 
fornia has increased in the last thirty years many hundred 
per cent, the California Fruit Growers’ Exchange has in- 
creased the consumption sufficiently to keep pace with the 
enlarged supplies. How has it succeeded? Mainly by chang- 
ing the orange from a luxury to a necessity. To accomplish 
this feat it has been necessary to employ efficient salesman- 
ship and advertising devices. 

In all the principal markets of the United States and Can- 
ada may be found representatives of the California Fruit 
Growers’ Exchange. These representatives look after the in- 


12 Tbid. 
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terests of the exchange, sell its fruits, report on market con- 
ditions and prices, and otherwise look after the affairs of 
the exchange. Besides, during the year ending October 31, 
1924, the exchange employed seventeen service men who per- 
sonally visited 44,000 retail stores to create demand. 
Perhaps advertising has done even more than sales efforts 
or salesmanship to create demand for California citrus 
fruits.* The following assessments expended in advertising 
by the central exchange will partly bear out this statement: 1* 


TABLE I 


EXPENDITURES oF ADVERTISING CrTRUs FrRurts 


Oranges and 


‘ Lemons, Approximate 
wear conan e J Cents per Box Assessments 
POG ioc. yeSlen 2.5 4.0 $335,000 
iti eae 2.25 40 395,000 
OSM as « 2.0 40 215,000 
LON Se a a 25 40 425,000 
VS VAS ane ers ee 25 6.0 515,000 
ROD Te celts s. fees 3.5 6.0 780,000 
GP?) Ee 6 ee eee aes 6.0 490,000 
OS 4.0 6.5 790,000 
Oi a on ee 45 7.0 900,000 
O26 ans cine ace 45 7.0 


From these figures it will be noted that of late the adver- 
tising expenses have been increasing. For justification of 
these increases it is pointed out that enlarged production of 
citrus fruits partly made them necessary. Another reason 
‘ may lie in the fact that substitutes for citrus fruits are being 
advertised more extensively and more effectively as time 
comes and goes; and as a result it requires more and varied 
efforts to counteract the neutralizing effects of other fruit- 
advertising campaigns. F 


13Qf course, population growth, improved transportation, better 
standardization, and the like have also helped to increase the demand 


for citrus fruits. 
14 Agricultural Codperation, Jan. 19, 1925, Novy. 26, 1927. 
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These vast sums of money were variously spent in ad- 
vertising. For example, the 1924 advertising campaign, noted 
in the foregoing table, included 53,000,000 full color pages in 
magazines with a nation-wide circulation; and 175,000,000 
insertions in daily newspapers in the United States and Can- 
ada. Besides, farm papers were employed, as also were trade 
papers, posters, window displays, and special news and maga- 
zine articles. In addition, approximately one million espe- 
cially prepared bulletins for classroom instruction were given 
to schools. Some 225,000 pieces of “Sunkist” and “Red Ball” 
display material were placed in store windows. Something 
like 8,000 of the exchange’s orange and lemon juice extractors 
were disposed of, raising the number now in use to 20,000. 
It is believed by the management that these extractors alone 
enlarge the demand to the extent of 2,500 carloads a year.7® 

By national advertising, and by helping retailers display 
the fruit, the California Fruit Growers’ Exchange has been 
able to make the orange about as common, about as much in 
demand, and about as cheap as the apple. What is more, 
in proportion to sales, the advertising expense is lower than 
the advertising cost of some other concerns. All in all, 
undoubtedly the California Fruit Growers’ Exchange per- 
forms the demand-creation function effectively, efficiently, and 
cheaply. 


Distribution 


The California citrus fruit codperative has taken over the 
function of the local buyer and of the packer, and in most 
instances of the individual picker. It distributes directly to 
auctions and wholesalers in the United States and Canada. 
It has also exported increasing quantities of fruit to Hono- 
lulu, the Orient, and the United Kingdom. While it has not 
taken over the retail function, it does help the retailer sell 
citrus fruits by supplying him with trade information, win- 
dow displays, and by national advertising. Likewise it reaps 
an advantage by distributing fruits in the markets more 


#18: SORE RES ee ronRoer. Connie UMAR OM NAAM Ewe SIR 
15 Reports of the California Fruit Growers’ Exchange; also Agri- 
cultural Codperation, Jan. 19, 1925. 
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evenly than formerly was the case. Very- likely this market- 
ing function is performed better than when the country buy- 
ers, commission men, and packers formerly performed it. 


Summary of Results 


It has been shown that the citrus fruit growers of Califor- 
nia have changed the demand curve so that increasing sup- 
plies have been taken without the decline in prices which 
would otherwise have been necessary to move such increased 
supplies, have reduced marketing costs, have standardized 
fruits, have minimized market glutting, have reduced trans- 
portation rates, and have effected economies in purchasing 
supplies. How? By codperation. But they have done more. 
They were, through the Citrus Protective League, instru- 
mental in raising the tariff on lemons from 1 cent to 114 cents 
a pound in the Payne-Aldrich Act, and largely instrumental 
in preventing lemons from being placed on the free list in 
the Underwood Act.1* Besides, the League furnished funds 
to eradicate the white fly in 1909—at a time when the state 
authorities had no available funds with which to do so.” 

While these results have been accruing to the citrus fruit 
growers of California, the codperative movement among citrus 
fruit growers has been growing. The California Fruit Grow- 
ers’ Exchange handled 47 per cent of the crop in 1904-05, 59 
per cent of the 1909-10 crop, 62.5 per cent of the 1914-15 1% 
crop, and in 1927 it handled about 71 per cent of the crop.1® 
A good proportion of the remainder of the California citrus 
fruit crop is handled by other codperative concerns such as 
the Mutual Orange Distributors. 

Moreover, the activities of the Californians excited the 
curiosity of the Florida citrus fruit growers to the extent that, 
in 1909, they organized a similar codperative known as the 
Florida Citrus Exchange. It now markets approximately 40 
per cent of the Florida citrus crop. 


16 Cumberland, op. cit., p. 201. 

17 [bid. 

18 Jbid., p. 187. 

19 Agricultural Codperation, Nov. 26, 1927, p. 457. 
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Conclusion 


The California citrus fruit growers are successful and will 
probably continue to be more successful than many other 
farmers. This is partly true because the California codp- 
erators have in many cases been business men and therefore 
know how to get on together better than ordinary farmers. 
It is partly true also because the Californians are dealing 
with products that grow in more restricted areas than the 
products grown by many other coéperators, say, for example, 
grain producers, wool growers, and the like. Competition in 
marketing and producing the citrus fruits is less keen and 
less extensive than in the production of the former products.”” 
The control of producers, covering a narrow area is more 
easily attained than the control of producers over a wider 
area. These reasons give an especial advantage to the Cali- 
fornia codperators. 

Successful as the California citrus fruit growers are, it, 
however, would be a mistake to consider that they have solved 
all their marketing problems. Obstacles yet to be overcome 
are numerous and varied. Among them are the injustices 
that occur in some pools, some growers believe they have 
not been given all their advantages of natural conditions. 
Disloyalty also exists among some growers, and how to over- 
come it is a real problem. Better methods of disseminating 
information about the whole organization might be devised. 
Transportation costs for citrus fruits might, moreover, be 
reduced to advantage. Finally, while the Exchange has been 
able to keep demand and supply in a close state of equilibrium 
in the past, it will continue to be difficult to do so in the 
future. Substitutes for oranges and lemons will register their 
effect. on the trade, and so also will a scientific study of diets. 
These factors as well as actual supplies of citrus fruits will 
need to be taken into account when future efforts are made 
to keep demand equal with supply. 


20 But, of course, it is quite true that citrus fruit growers have com- 
petition; and with the increase in acreage in California, along the 
Gulf, and Florida, this competition is keen. ’ : ae 
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QUESTIONS AND PROBLEMS 


. Enumerate the historical problems that confronted the Cali- 
fornia citrus fruit growers. 

. What are the functions of the California Fruit Growers’ Ex- 
change, the district exchanges, and the local associations? 

. How far have the California citrus fruit growers gone in the 
elimination of middlemen? 


4. Specifically, what advantages do the California citrus fruit grow- 


ers obtain through coéperation? 

. Why has the amount spent for advertising citrus fruits been in- 
creased since 1919? 

. Outline the accomplishments of the Citrus Protective League. 

. Why have the citrus fruit growers of California been relatively 
more successful than most other American farmers who have at- 
tempted codperation? 

. What are some of the chief problems confronting the California 
citrus fruit codperators? 


CHAPTER III 
COOPERATIVE APPLE ASSOCIATIONS 


There are really two types of apple producers in the United 
States: the commercial grower who produces apples for the 
market, and the ordinary farmer who grows apples as a side 
line for home consumption. By both types of growers apples 
are produced in fairly large quantities in more than forty 
states in the Union. But the important states producing ap- 
ples are New York, Washington, Virginia, Michigan, Penn- 
sylvania, Illinois, West Virginia, Missouri, Oregon, and Cali- 
fornia—ten in number. 


Problems of the Industry 


The apple grower who produces apples for family use has 
no marketing problems—unless it be when he tries to market 
his surplus crop during a heavy-yielding apple year, which 
occasionally occurs. The commercial apple grower, however, 
is beset with many and varied marketing problems, vary- 
ing in importance, of course, in accordance with time, district, 
and other factors. First, to him the danger of unbalanced 
production is always imminent. This is partly true because 
it is estimated that the area of the country adapted to apple 
production is about 50 per cent greater than the consumptive 
demand for apples.t_ He, therefore, may look for an increase 
in the acreage of apple trees and, as a consequence, over- 
production of apples. 

Unbalanced production also results partly from natural con- 
ditions like frost, drought, disease, and insects, over some of 
which he has no control. These forces in a large measure 
determine whether the apple crop will be large or small in 
this or in any other year. One example will suffice to show 


1 Finch and Baker, Geography of the World’s Agriculture, p. 77. 
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these elements at work. In 1921, mainly because of a partial 
apple crop failure in the East, the state of Washington pro- 
duced 3814 per cent of the commercial apple crop of this 
country. In view of these facts, how can the commercial 
apple grower keep demand and supply in equilibrium? How 
can he make demand proportionately expand with increasing 
supply? How can he take advantage of a crop shortage? 

_ Secondly, the commercial apple grower is confronted with 
the problem of standardization. For some time there have 
been innumerable brands on the market, partly because apples 
are produced over such a wide area and sold by so many in- 
dependent growers and traders, and partly because every 
apple district believes it grows the best apples on the face of 
the earth. 

- These many apple brands result in confusion among con- 
sumers when they are purchasing apples. Consumers cannot 
keep all these trade-marks in mind, and consumers do not 
know which brand or brands to buy. Nor is this all. These 
many brands of apples are more expensive to advertise than 
would be the case if there were fewer brands, and these many 
brands are more expensive to sell than would be the case if 
there were fewer brands. It is more effective to concentrate 
on three or four trade-marks in advertising than, let us say, 
twenty-five. Three or four cannon balls are more effective 
than twenty-five bullets of a twenty-two caliber. It is more 
expensive to carry in stock twenty-five brands of apples than 
three or four. 

In grading and standardizing apples, then, it may be well 
to aim to supply the market with just sufficient labeled grades 
to meet the varying needs of consumers with their varying 
purchasing power. The rich, the medium well-to-do, and the 
poor will all desire different grades of apples, and their class 
wants should be met; but going beyond this through the 
multiplication of apple grades, is, to say the least, expensive, 
wasteful, and ineffective. But how can this objective be at- 
tained when so many growers and jobbers, independently and 
codperatively, are each bent on supplying the trade with a 
particular brand of apples? How ean this aim be realized 
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when every apple district says it produces the best apples 
grown in the world? — 

A third obstacle to successful apple marketing relates to 
transportation. The transportation of apples to the market 
often comes high. To some commercial apple growers, how- 
ever, the transportation question is of more concern than it 
is to others. For example, the Pacific coast apple growers 
sell some of their fruit in the East, two thousand miles away, 
in competition with eastern growers. It costs about 85 cents 
a box to ship apples from Washington State to New York 
City, while it costs nothing like 85 cents to ship apples from 
the eastern orchards to New York City. How long, then, can 
the Washingtonians and Oregonians hope to compete with 
easterners? 

Another shipping problem quite as important as costs is the 
shortage of cars during bumper apple seasons. Some Pacific 
apple producers particularly have sustained losses largely 
because they could not obtain sufficient cars on certain oc- 
casions to roll apples to the market. How can the growers 
assure themselves of ample cars for marketing purposes? 
Here are a few problems confronting the apple men. 

Fourthly, the lack of available financing funds has been a 
thorn in the side of some individual growers. The harvesting 
period for apples is ordinarily less than two months, while 
the marketing period is nine or more months. To carry apples 
in storage such a long time is to require considerable funds. 
Storage facilities are expensive, so also is some packing equip- 
ment relatively costly. Other growers need money to carry 
themselves over a season of poor crops, or until their young 
trees bear, or to pay for orchard land and the like. Financing 
the marketing of apples, then, is expensive. For this purpose 
how can the growers procure money? 

Fifthly, the apple growers are confronted with many more 
problems among which may be mentioned: (a) More effective 
distribution. It is believed by some that too many resales 
occur and that it may be well to prevent them. (b) It is 
thought by others that a more even distribution of risks in- 
cident to marketing of apples is necessary. In this connection 
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it is alleged that too many apple producers are subjected too 
_ much to the chance of getting a high or a low market when 
_ they sell their fruit. (c) The margins taken by private apple 
_ buyers in the country are thought to be a bit high by some 
growers. In some cases these margins run from 10 to 15 
per cent of sales, and in one case 15 cents a box. (d) It 
is thought that the contracts some buying firms enter into 
_ with some growers are disadvantageous to the growers. For 
instance, one firm operating in the Pacific Northwest buys 
only the first grade fruit from the farmer and the grower 
then finds a great difficulty in disposing of the balance of 
his crop. (e) Finally, the dependability of buyers is not 
always easily discovered. To exemplify: one year growers 
lost $800,000 because a cash operator that supposedly pur- 
chased their apples for cash went into bankruptcy.? 


History of Codperative Marketing 


With a view to solving some of the foregoing problems, and 
perhaps others, codperative apple marketing associations have 
been formed from time to time. Some of these organizations 
have been local in extent, some have been district, and some 
have been interstate. Some of the associations have handled 
_ primarily apples, while others have handled primarily other 
fruits and apples as a side line. 

Apple growers were permeated with the codperative spirit 
away back in the sixties. To be definite, in 1867 apple grow- 
ers in Hammonton, New Jersey, organized a shipping associa- 
tion. For some twenty years or more it served the fruit 
' growers of that section before it slipped out of existence.® 
Other codperative fruit associations followed in New England 
and in New York, but they were unfortunate in that they 

went to early graves. 

It was not till the beginning of the present century that the 
codperative apple movement started out in earnest, and made 
for itself a genuinely successful beginning. In 1902 the Wash- 
ington apple growers began to form local codperative apple 


2H. H. Maynard, Marketing Northwestern Apples, p. 25. 
3 Herman Steen, Codperative Marketing, p. 52. 
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marketing associations. Oregon came a little later with a 
few locals. And the East began a general movement for the 
development of local apple shipping associations in about 
1914. In the Pacific coast section many attempts were made 
to federate the little local organizations, but with few ex- 
ceptions they were no more than attempts until 1920. Then 
there seemed to be a real beginning toward successful federa- 
tion. At that time the movement became nation wide in 
scope. At the present time there are a number of fairly suc- 
cessful codperative concerns, local, district, or larger. Some 
of these will now briefly be described. 


The Western New York Frut Growers’ Codperative Packing 
Association, Inc. 


Operating independently of each other were two local pack- 
ing associations in Niagara County, New York, in 1916.4 
These gave rise to others until in 1918 there were seven such 
organizations. At that time, these codperatives were organized 
into a Niagara County association for the purpose of stand- 
ardization and effective advertising. This federation estab- 
lished uniform grading rules; and pushed the Cataract brand. 
Each local member, however, continued to do its own packing, 
storing, and selling as formerly. 

In 1920 the association changed its name to the Western 
New York Fruit Growers’ Codperative Packing Association, 
Inc., and added fourteen more locals to its membership. But 
still the locals retained the main marketing functions. This 
enabled buyers to play one local off against another, and 
thereby drive down prices. Because of this state of affairs 
dissatisfaction ensued, and in 1921 the selling authority was 
taken from the locals and given to the central body. Then 
apples were pooled in accordance with variety, grade, and 
size, throughout the whole district, and the Cataract brand 
was vigorously pushed. Some of the results reflected them- 
selves in the elimination of local competition and in the 
growth of the business. There are now some forty locals 


4Ibid., p. 60, 
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cemented together into the federation, and through it they 
_ market more than 1,000 cars of fruit annually. 


The Illinois Fruit Exchange 


In 1921 the Southern Illinois apple growers formed the 
Illinois Fruit Exchange. Its membership consisted of 800 


_ growers with some twenty local packing plants. The locals 


own the packing equipment, do the packing and grading under 
the supervision of the central while the central does the sell- 
ing. Contracts bind the growers to the exchange, forcing 
_ them to sell through the exchange. 

This organization handles primarily apples, but it also 
sells some pears, peaches, and strawberries. It markets ap- 
proximately 50 per cent of the summer apple supply. And 
_ under the Illini brand, the exchange has gained a fairly good 
reputation. 


_ The Hood River Apple Growers 


For more than a quarter of a century the Hood River apple 
growers have attained fame as the producers of excellent 
fruit. During this time, however, they have had their ups 
and downs, their prosperity and adversity. In 1913 par- 


| _ ticularly they were hard pressed because of a series of large 


crops and consequent low apple prices. For that year their 
- apple returns hardly paid their taxes. But out of this ad- 
' versity arose some good, for the growers turned to codperation, 
organized the Apple Growers’ Association of Hood River. 
This codperative is now considered by many as the most 
successful apple association in the United States. In 1927 
it sold nearly $3,000,000 worth of fruits and of this amount 
the apple sales totaled $2,342,507.° 

Its membership comprises more than 1,000 apple growers. 
It is controlled by a board of directors, eleven in number. 
Part of these may be reélected annually but not all of them. 
To be exact, the rules provide that not more than nine of the 


directors nor less than six may be reélected each year. The 
1S otalsul ies eneenred Seaee aee—e 


5[bid., p. 61. 
6 Agricultural Codperation, Dec. 19, 1927, p. 479. 
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purpose of this regulation is to retain on the board every year 
a majority of experienced directors. Voting is by member- 
ship and package, that is to say, each member has one vote 
plus an additional vote for every 100 packages of fruit that 
he ships through the organization. This rule gives, as 1s 
readily seen, a larger vote to the larger fruit grower than to 
the smaller one, yet it does not place the entire control in the 
hands of the big growers for a majority of both votes is neces- 
sary for action. 

The association is partly handicapped because it is a local, 
too small to be extremely effective in wide distribution. It 
owns packing houses, however, and is therefore able to put 
up excellent packages and standardize its fruits. It also has 
been effective in storing its fruit for future sale. The two 
features, standardization and storage, have made the organiza- 
tion fame and profit. Its apples are perhaps the best known 
in the world and its returns have usually averaged better than 
the returns of nonmembers. 


The Wenatchee District Codperative Association 


Washington has innumerable coéperative apple associations, 
some local, others federated, but only the Wenatchee District 
Codperative Association will be described here. The Wenat- 
chee District Codperative Association was organized in 1921? 
with 550 members. It is composed of some twenty-one local 
units scattered through the Wenatchee and Columbia valleys. 
The growers have contracted to sell their fruit for a period 
of five years through the central organization which has con- 
trol of selling.* Before the fruit reaches the central, however, 
it is put through packing houses owned and operated by the 
locals. Pooling of fruit is practiced by this association. For 
all apples with the exception of Jonathans, King Davids, and 
Winter Bananas, it has seasonal pools. The exceptions fall 
into early and late pools. 

The codperative is among the more successful apple associa- 
tions in the state. It handles somewhat less than 2,000 cars 


7H. H. Maynard, Marketing Northwestern Apples, p. 50. — - 
® Recently, however, the growers signed a new cancellable contract. 
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_ of fruit annually, but this represents approximately 5 per 
_ Cent of the total apple production of Washington.” Its brands, 
_ Jim Hill and Jim Dandy, are highly advertised and are very 
_ well known throughout the apple trade. In 1921 its members, 
_ it is said, netted more for their fruit on an average than in- 
_ dependent apple growers in Washington. 


_ The Okanagan United Growers, Ltd. 


Largely because of its success the Okanagan United Grow- 


_ ers, Ltd., over in British Columbia, will receive some atten- 


tion. This association was formed in 1913 as a result of the 


failures of middlemen to sell the Okanagan apple crop satis- 
factorily. The organization is composed of local codperative 


packing associations scattered through the Okanagan valley. 


It controls over 60 per cent of the apple crop in the valley 


_ and has each local tied up with it by contract for five years. 


And the locals have their members, the apple growers, 


_ cemented to them for the same length of time. All in all this 


organization has been especially successful in handling the 


- apple crop of the Okanagan valley. 


Scattering Codperative Associations 


Throughout the apple states there are a great many local 


or district codperative apple associations. In the North At- 
lantic fruit districts and in the Mississippi valley the co- 


operative apple movement has tended to work itself out first 


in local packing associations, and later in district or even 


state-wide exchanges. This is particularly true in New York, 
Ohio, Michigan, Illinois, and Missouri. In California, Idaho, 
Oregon, Colorado, Pennsylvania, and the Virginias, the 


tendency seems to have been in the direction of local asso- 


ciations. 


The Federated Fruit and Vegetable Growers, Inc. 
Up to 1923 there had been practically no attempt to 


establish a national sales agency for apple growers and for 
Ras i ar se 


®For other statistics see Agricultural Codperation, Dec. 21, 1925, 


_p. 516, . 
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apple associations situated in all the apple districts of the 
country. Each district had been following the threadbare 
myth that its apples were the best and that it should advertise 
this so-called fact to the world. What were the results? 

Here, there, and everywhere small local or district or state 
associations sprang up and attempted to market fruit on a 
rather small scale. While the results attained were un- 
doubtedly better than the results of individual effort, they 
were not so great as might be expected. Packing economies 
arise out of local codperative efforts, and so also do standardi- 
zation benefits, but from there the advantages tend to 
minimize. To get the full advantage of national or world 
distribution a large volume of business is a prerequisite. Some 
apple producers have begun to appreciate this fact and as a 
consequence have joined the Federated Fruit and Vegetable 
Growers, Inc., which is attempting to market fruits and 
vegetables that are grown through the country. 

The Federated Fruit and Vegetable Growers, Inc., was 
organized in 1923 after a committee of twenty-one growers of 
fruits and vegetables had, following a careful study of market- 
ing problems, suggested the formation of such an association.?° 
The committee, among other things, advised that the North 
American Fruit Exchange be purchased. This was done and 
the organization was rechristened the Federated Fruit and 
Vegetable Growers, Inc. 

For the first time, then, a national codperative, nonprofit 
sales association, that would serve the whole fruit and vege- 
table industry was organized by the growers. Its member- 
ship falls into three classes. 1. Individual persons or cor- 
porations not affiliated with codperative associations comprise 
the individual class. 2. Nonregional codperative associations 
make up the association class. 3. Codperative associations 
which are regional in extent like the Wenatchee, Okanagan 
Codperative Federation comprise the exchange class. 

The Federated Fruit and Vegetable Growers, Inc., promises 
to effect economies that smaller codperatives are unable to 
obtain, and as we shall see later in the chapter it seems to be 


10 Maynard, op. cit., p. 145. 
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_ living up to the promise. So much for the description of 
cooperatives selling apples, now the discussion will revolve 
_ about the marketing functions of codperatives. 


Assembly 


In some codperative nonsectional apple associations, the 
_ members voluntarily deliver their apples to designated pack- 
ing plants, while in others the members are under contract 
to do.so. Where the members are under contract to deliver 
their fruit to the packing plants denoted by their codperative 
associations, very likely the packing houses can be utilized to 
better advantage for the codperative can compel an even 
distribution of fruit according to packing house capacity. 
The other plan may tend to congestion at some plants 
merely because the growers, other things being equally favor- 
able, will deliver fruit to the nearest packing house. If a 
large crop occurs in a certain district compulsory delivery, 
_ therefore, may be of distinct advantage because it may pre- 
vent the redelivery of apples, save the cost of one loading 
_and one unloading. 
_ Then, too, compulsory assembly enables the packing house 
managers to plan in advance for they know that nearly all 
growers will deliver according to contract. Here are probable 
_ advantages that may accrue to the codperative with an iron- 
clad contract. But where a private buyer has the same con- 
ditional contract—which is rare—approximately the same 
advantages are obtainable. Hence, so far as physical as- 
sembly goes, there can be no advantage in the delivery to 
the codperative over the delivery to the private concern, un- 
less the one has the products delivered under contract and in 
larger quantities than the other. Codperatives might, there- 
fore, strive for relatively large deliveries of apples, if they 
hope to gain by codperative assembly. 


Packing and Standardization 


Most codperative associations now pack and standardize 
_ their apples in their own local codperative packing plants. In 
“some codperatives packing and standardization are supervised 
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by the central exchange. In such cases the central usually 
makes standardization rules and inspectors see that they are 
carried out while the fruit is being packed in the local plants. 
Through this method the fruit is likely to be better stand- 
ardized than if it is left entirely to the local to perform the 
process without supervision. 

Ordinarily apples are graded according to variety, firmness, 
size, maturity, and color. They are also graded according 
to relative freedom from decay, and from damages caused by 
dirt, spray-burn, foreign material, skin punctures, sun-scald, 
bruises, boil, disease, insects, and the like. To provide for 
natural variations and packing variations, a tolerance of a 
certain per cent is generally allowed for each grade. In the 
Pacific Northwest, three grades have been established, extra 
fancy, fancy, and © grade. The United States Department 
of Agriculture has established four grades: U. S. No. 1; U.S. 
No. 2; U.S. No. 3; and U.S. Fancy.1! It is hoped that these 
grades will be used by the trade. 

The advantage of establishing a few grades of apples for 
the country, and the standardization of these grades, les 
mainly in the greater ease with which demand for apples may 
be created and held. It is more effective to advertise a few 
grades than many. This is partly true because the money 
spent for advertising can be concentrated and made more .- 
effective when only a few grades are used. Such concentration 
would tend to cut down the competition among grades and 
tend to focus it toward substitutes, like prunes, grapes, and 
the like. Consumers would be thinking more about whether 
to substitute an apple for a prune, therefore, than whether 
to buy this grade or that grade of apples—if few grades of 
apples were pushed in the trade. One of the main things in 
grading, then, is to establish merely enough grades of apples 
to meet the varying demands of different classes of consumers. 

To some extent codperatives have been narrowing the range 
of grades. The Hood River codperative has concentrated on — 
Blue Diamond and Red Diamond, and standardization has 
been done with this in view. The Okanagan United Growers, — 


11 Farmers’ Market Bulletin, Vol. II, No. 71. 
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ltd, has emphasized the O.K. brand. In Washington the 
Jim Hill and Jim Dandy; in New York the Cataract, and 


in Illinois the Illini have been pushed. In so far as co- 


operatives have narrowed their grades of apples, they have 
usually made direct gains in demand creation. Coéperatives 
have an advantage over individual concerns, so far as the 
growers go, in this respect. However, codperatives can do 
much more in this line. 


Processing 


Growers have also been endeavoring to cut down the loss 
arising from throwing away or feeding to pigs the inferior 
apples. Here and there they have attempted to convert cull 
apples into by-products that are salable. To illustrate, the 
Okanagan United Growers, Ltd., organized a subsidiary con- 
cern, the Okanagan Union Growers’ Fruit Products, Ltd., in 


1920 for the purpose of utilizing its inferior apples. It is 


operating canneries, cider mills, fruit butter and jelly plants 
as well as evaporating plants. 

The by-products made in these subsidiaries are sold to the 
wholesale trade. Through such processing the British Colum- 
bia apple growers have found an additional income which is 
by no means to be despised. This is simply an advantage of 
codperation. For while apple growers were selling their fruit 
independently, it was practically impossible for them to estab- 


lish by-products plants on account of the individual expenses 


which would have been involved. Joint effort was therefore 
necessary in this field, and joint effort naturally followed, 


- once the growers codperated to market their fruit. 


Storage 

Some growers who produce winter apples have found it 
advantageous to store them for future sale. Take for ex- 
ample the Hood River apple growers—some of them have 
established codperative cold storage plants. In fact, the 


- Hood River Apple Growers’ Association own four good plants 


12 For other Washington brands see Washington State Experiment 


Station Bulletin 194. 
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with a capacity of 400,000 boxes of apples—which represents 
about 25 per cent of the apple crop of that valley. In ad- 
dition the growers resorted to storing apples in ordinary ware- 
houses. By so doing they have been able gradually to supply 
the public as it demands apples, and thereby tended in a 
small way to level prices. It is believed by many Hood 
River growers that the storage function more than any other 
thing has enabled members of the association to procure 
greater returns for apples than nonmembers nearly every 
year. 

The number of apples placed in storage throughout the 
country, however, is increasing. To illustrate with cold 
storage holdings of boxed apples: during the five-year period 
from 1915 to 1920 there were 5,349,000 boxes on an average 
on January 1, as against 8,057,000 boxes on January 1 during 
the five-year period from 1918 to 1923.1° As the quantity of 
apples put in storage increases, however, the margin co- 
operatives make by storing apples will of course be narrowed; 
unless the demand for apples during the storage months can 
be increased proportionately with increased storage. But 
for the time being and probably for some time to come co- 
operatives will probably find a real advantage in taking over 
the storage function. 


Financing 


Codperative apple associations procure financing funds by 
selling stock outright to members and nonmembers of the 
organization, by issuing bonds, by making deductions from 
sales, by charging flat rates for certain services performed, 
and by borrowing money from banks. To explain some of 
the methods employed to finance codperatives a few examples 
may be given. | 

When the Federated Fruit and Vegetable Growers, Inc., 
purchased the North American Fruit Exchange, a big financial 
problem was involved. How was it to pay for this large 
exchange? The method worked out was as follows: The 


18U. 8. Department of Agriculture Statistical Bulletin 4, pp. 8-9. 
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Federated decided to accumulate gradually a sufficient fund 
to pay for the properties. It, therefore, makes a deduction 
of $2.50 per car for all apples it sells, and a proportional 
amount for all other produce it markets. In this way it hopes 
finally to discharge its debt. . 

Another codperative procured funds to erect cold. storage 
warehouses in this fashion. It assessed each member a cer- 
tain amount, say $125 an acre, and required him to take out 
preferred stock in the concern to that extent. Still another 
plan pursued by a certain codperative was to make each mem- 
ber give a note for a certain amount; and then these notes 
were pooled and used as the basis for issuing bonds through 
trust companies. The bonds were redeemed by making a 
deduction of so much per box of fruit that the codperative 
marketed. In one case the deduction was 10 cents a box. 

The Hood River Apple Growers have an interesting plan 
of financing their codperative. They have established what 
they call three funds: (1) membership, (2) purchasing, and 
(3) building. Formerly, when a new grower joined the as- 
sociation he paid a membership fee of $10. Later, namely 
in 1921, the fee was increased to $25 and, in addition, a levy 
of 5 cents per box for all fruit marketed for the member 
during his first year was imposed upon him. This fund is 
near the $10,000 mark. 

The second fund is for the purpose of buying grower’s sup- 
plies and for making advances to him at harvest time. It 
is built up by a deduction of one cent per box upon every 
grower’s fruit that is handled by the association during a 
period of six years, and by special assessments. It ap- 
proximates $200,000. The third fund used for building pur- 
poses is created by a 5-cent levy on all fruit handled by the 
organization. This fund has not been sufficient to meet all 
expenses for buildings so bonds have been issued and these 
are gradually being retired at the rate of $25,000 annually. 

At times some codperative apple associations have found 
difficulty in securing sufficient financing funds. Prominent 
members have actually found it advisable to sign joint-and- 


several notes to be used as collateral for additional loans. 
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This practice is too risky and too unbusinesslike. Perhaps, 
what is really needed is a good system of warehouse receipts 
for borrowing purposes. The Intermediate Credit Act should 
make such provision some growers believe. 

The main gain that has accrued to the apple growers who 
have financed themselves seems to have arisen out of storage. 
Coéperative financing has in some places added new storage 
houses, and these have enabled the farmers to hold their 
apples for higher prices. These have also enabled some grow- 
ers to retain whatever profit the local buyer would have other- 
wise made out of purchasing and storing the growers’ fruit. 
Finally, a minor advantage of codperative financing may have 
resulted from the establishment of packing houses which may 
enable growers to put up better apple packs, and thereby 
sell more standardized fruit. 


Transportation 


For the apple growers of the Pacific Northwest especially, 
transportation is of vital concern. The long haul from coast 
to coast often taxes all the facilities of transportation com- 
panies particularly during bumper crop seasons. In 1919 
there was an unusually heavy production of apples in the far 
West, and the picking season was unusually short. As a result 
there was an unprecedented congestion of apple freight. All 
available refrigerator cars were used and some common cars 
were also utilized, but still there were not enough cars to 
take care of the crop. Common and cold storage at the points 
of production, en route, and at the points of consumption was 
called upon to help relieve the situation. Despite extra ef- 
forts along these lines, however, the growers sustained heavy 
losses because of deterioration. But perhaps these losses 
would have been greater, had not the codperatives fought 
unitedly to relieve the situation. 

The truth of the matter lies in the fact that transportation 
and cold storage facilities have not kept pace with the ever 
rapidly increasing production of apples. Here is a task lying 
before the apple growers. Perhaps they can improve matters 
by building more codperative cold storage plants and by 
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unitedly putting forth efforts to get the railway companies to 
increase the number of cars. Another way may be open, 
namely, that of inducing private car companies to supply the 
growers with more apple cars. In this connection one thing 
seems certain, and that is that the growers are likely to bet- 
ter themselves quicker through codperative methods than 
through individual action. This, moreover, would not only 
apply to procuring more equipment, but also to BSutine lower 
rates, and pushing damage claims. 


Risk-Taking 


Apple growers have tried to minimize the risks incident to 
marketing their apples by pooling, standardization and 
storage. To illustrate pooling: the Wenatchee District Co- 
operative Association, the Okanagan codperative, the Hood 
- River Apple Growers, as well as others establish pools for 
the purpose of giving the growers average prices, and for the 
purpose of more gradually feeding the markets with the hope 
of getting better prices in the long run. 

To exemplify more definitely with the Hood River Apple 
Association: it pools apples by variety, size, and grade, there 
being three grades of each variety. The season is the length 
of each pool, because most of its apples are winter fruit. 
From time to time, however, throughout the season payments 
are made on each pool, although final settlement does not as a 
rule occur until April or May. This system insures the grower 
the average price of a particular pool in which his fruit is 
placed. Were it not for the pool, each grower would be sub- 
ject to the hazard of selling on a low market, a high market, 
or a medium market. The pool, where properly conducted, 
thus eliminates this hazard. 

Nevertheless pooling is not without its problems. Some 
growers complain that they have a higher grade of apples than 
the apples of other growers with whom they pool. Perhaps 
the cause of the complaint is real, perhaps it is imaginary. 
But it must be heard, must be considered. In some cases it 
_ is impossible to reach a satisfactory agreement and as a con- 
sequence growers withdraw from the association. 
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In still other cases certain growers claim that their apples 
ripen earlier than the apples of others with whom they pool. 
Such an example occurs in Washington. It is said that apples 
in the Rock Island and Sunnyslope districts mature as much 
as three weeks earlier than in other sections of the state. 
Growers in the two former districts have refused to pool with 
growers in the other parts of the state, alleging that they 
are entitled to higher prices because their fruit would naturally 
go on the market at a time when prices were relatively high. 
The only way this objection can be met is by making early 
and late pools, putting the apples grown in the Rock Island 
and the Sunnyslope sections in the early pool. In pooling 
apples, therefore, it is well to keep in mind this objective: 
make pools that will give the growers as many of their natural 
advantages as possible. 

Various codperatives have reduced market risks also by 
standardizing their fruit and thereby creating a more con- 
tinuous market for it. They have sought the same end like- 
‘wise by storing their apples, thereby preventing some gluts 
by more gradually feeding the markets. Pooling, standardiza- 
tion, and storage have, therefore, all aided in reducing market 
risks. 


Demand Creation 


Codperatives have endeavored to create demand effectively 
by standardizing their products and advertising them ex- 
tensively. Some of the methods used to advertise the apple 
are: exhibitions and shows, demonstrations, window displays, 
distribution of sample apples, leaflets and booklets, telling the 
value of the apple as a food and how to use and cook it. 
Newspapers and magazines, also, have carried advertisements 
on the apple to consumers. 

Undoubtedly these codperatives have been partially suc- 
cessful in creating demand, for they now sell apples through- 
out the United States, in Canada, Mexico, European and 
Oriental countries, and elsewhere. However, the greatest 
weaknesses in demand creation are: first, too many brands 
are competing one with the other; and, secondly, retailers 
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charge prices that frequently discourage the extensive eating 
of apples. 

If the codperatives could unite and place fewer brands on | 
the market, they might be able partly to prevent competition 
between grades of apples, and divert it to apples and sub- 
stitute fruits. If they were successful, perhaps more apples 
would be consumed and fewer substitutes. The question of 
lower retail prices might be tackled by educating the retailers 
to the value of low margins and rapid apple turnovers. 
Manufacturers of products in certain instances have been suc- 
cessful in educating retailers along the quick turnover idea. 
If the apple codperatives were equally successful, apple con- 
sumption would undoubtedly increase because consumers 
would buy more apples at lower prices. 

Distribution 

Some codperative apple growers’ associations have.been 
quite successful in widely distributing their fruit. In 1921, 
for example, the Okanagan Codperative sold 151 cars of 
apples in British Columbia, 882 cars in the Prairie provinces, 
155 cars in Eastern Canada, 802 cars in the United States, 
384 cars in Great Britain, one car in New Zealand, and one 
car in Norway. 

The Hood River coGdperative distributes apples throughout 
this country and in other countries as well. Perhaps it is 
not an exaggeration to say Hood River apples are the widest 
known of any apples. However successful local or district 
or even state codperatives may be in distribution, a national 
sales agency promises better results. Probably, the truth of 
this statement can be shown partly by a consideration of the 
methods and achievements of the Federated Fruit and Vege- 
table Growers, Inc. 

In 1924, the Federated Fruit and Vegetable Growers, Inc., 
made car-lot sales in 1,196 cities and towns in 47 states. 
Besides, sales were made in England, the Scandinavian coun- 
tries, Cuba, South America, and Mexico. For that year it 
sold 34,104 cars for member associations. Of this amount, 
25.75 per cent comprised apples, pears, peaches, and allied 
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fruits; 33.5 per cent consisted of potatoes; and 40.75 per cent 
represented other fruits and vegetables.** 

Representatives or brokers are placed in all car-lot markets 
of the country by the Federated Fruit and Vegetable Growers, 
Inc. These representatives are of high caliber because, hav- 
ing fruits or vegetables to sell the whole year round, the 
organization can keep high-grade representatives constantly 
at work. A local sales manager is assigned to each member 
codperative by the Federated, unless the codperative is too 
small, in which event the sales manager may be assigned to a 
number of organizations. By keeping in touch with the 
manager of the association the sales manager is in a position 
to know how much will be available, how it will grade, and 
when it will be ready for the market. The sales manager 
passes this information along to the trade and attempts to 
secure offers for future delivery. What future orders he re- 
ceives are passed to the proper official of the codperative as- 
sociation for rejection or acceptance. In this manner a good 
deal of produce is sold for future delivery. 

Apples that are not sold for future delivery, let us say, or 
before shipment, are consigned to the association at some 
destination and rolled as “tramp” cars. As these apples move 
forward all the Federated representatives try to sell them. 
Such system is very effective and the Federated seems to be 
getting good results. 

Among the advantages of a national sales agency may be 
mentioned: (1) a wider distribution of fruit; (2) the pre- 
vention of some resales and consequent saving in freight 
charges and commission charges; (3) the utilization of efficient 
salesmen; and (4) a probable chance to narrow the grades 
of apples eventually, and thereby procure the advantages of 
concentration on fewer grades when advertising and selling. 


Summary and Conclusion 


There can be little doubt that codperation has rendered 
service to the apple growers in packing, standardization, proc- 


essing, transportation, risk-taking, financing, demand crea- 
a 


14 Agricultural Codperation, Feb. 16, 1925, p. 65. 
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tion, and distribution. However great these advantages are, 
the apple growers, nevertheless, still face grave problems in 
demand creation, and in transportation especially. As long 
as we have 50 per cent more apple ground than we have 
consumptive demands, overproduction may occur. Growers 
may plant more trees, produce more apples, and flood the 
markets with fruit. 

It appears that there are two definite ways to increase the 
consumption of apples and thereby aid in the solution of the 
problem of overproduction. First, it may be possible to de- 
crease the number of grades, eliminate the district competi- 
tion, and advertise apples more effectively. This, however, 
will require greater codperation on the part of more growers 
in the country. It may be done by setting up a national 
cooperative sales agency or it may be done by giving more 
apples to the Federated Fruit and Vegetable Growers, Inc., to 
sell. Such procedure will be no small task, because districts 
are very jealous of one another, and because those codpera- 
tives that have already made considerable headway in market- 
ing apples will hesitate to join a national sales agency till it 
has demonstrated real ability in handling marketing problems. 

Demand might also be expanded for apples if codperatives 
would make greater efforts to get retailers to lower prices 
on apples. This likewise will require a great expenditure of 
time, money, and effort. But if manufacturers can educate 
retailers to the desirability of making frequent turns on low 
margins for manufactured goods, there seems to be no unsur- 
mountable obstacle in the way of codperatives doing likewise 
in respect to apples—provided enough growers will join in 
the education. 

The question of transportation is a big one for distant apple 
growers. It may be solved in part by building more growers’ 
warehouses, and in part by procuring more cars. Apple freight 
rates,-moreover, might be carefully investigated with a view 
to the possibility of reduction. By a united effort on the 
part of distant apple growers, such investigation might be ac- 


complished. 
If apple freight rates cannot be lowered for the distant 
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apple producers, then they are in grave danger of being sup- 
planted in their business by apple growers closer to the 
centers of consumption. Good cultural methods, good 
standardization, good advertising, and mere boxes may not 
always give distant apple growers an advantage that is big 
enough to keep them in business. This seems true, because 
less distant apple growers may awaken to these improved 
methods, copy them, and reap their advantages. If so, these 
less-distant apple growers may put their competitors out of 
business completely and permanently. 


QUESTIONS AND PROBLEMS 


1. State the chief marketing problems confronting the apple 
growers. 

2. Outline the functions of some specific apple growers’ as- 

sociation. 

Describe the organization known as the Federated Fruit and 

Vegetable Growers, Inc., and give its functions. 

. What marketing functions can codperative apple growers’ 

associations most efficiently perform? Why? 

How do apple codperatives procure financing funds? 

What advantages result from permitting members of an apple 

growers’ association to vote according to volume of business 

as well as according to membership? 

7. Why are apple growers in the Pacific coast area able to com- 
pete on the New York market with apple growers located in 
the Middle West and the East? Is such competition likely 
to continue indefinitely? If so, why? If not, why? 

8. Growers in a certain apple district on the Pacific coast refused 
to pool their apples with the apples grown in other districts 
because these growers maintained that their apples ripened 
earlier than the apples grown in those other districts, and 
that the average price of the pool would therefore be lower 
than the average price that the early apples would be if they 
were sold separately. How should the codperative apple as- 
sociation solve this problem? 


a 


CHAPTER IV 
COOPERATIVE DRIED FRUIT ASSOCIATIONS 


Problems of the Prune, Apricot, and Raisin Industries 


The discussion on the codperative marketing of dried fruits 
will be confined largely to prunes, apricots, and raisins. This 
limitation is made, not because other dried fruits are lacking 
in importance, but mainly to conserve space and because these 
fruits are typical of others to a great degree. 

Dried prunes and raisins are produced mainly in the Pacite 
area of the United States. In fact, more than 80 per cent of 
the dried fruits of this country are produced in the far West. 
This limited area of production gives an. opportunity to de- 
velop strong farmers’ organizations, to approach monopolistic 
control, largely because the farmers can get together more 
easily in a small area than in a large one. And it will be seen 
later that this tendency toward controlling the market has 
been worked out to some extent in the case of the raisin grow- 
ers. Despite this apparent advantage, however, the dried 
fruit growers have been confronted with acute marketing 
problems. 

Among the more important problems that the dried fruit 
producers have faced, and to some extent are still confronted 
with, might be mentioned: (1) the task of expanding demand 
so that it will keep pace with the ever-increasing supply of 
dried fruits; (2) the problem of standardizing dried fruits; (3) 
the provision of sufficient packing plants to meet the needs 
of the growers; (4) the reduction of the costs of marketing 
dried fruits. 

With a view to solving their marketing problems, the prune 
and apricot and raisin growers have organized codperative 
associations that perform many of the marketing functions. 
A description of some of these organizations will now be given, 
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followed by a discussion of the way in which these marketing 
functions are codperatively performed, with a view to seeing 
whether or not codperative marketing is more helpful to the 
dried fruit growers than the old system of marketing. 


History of Codperative Prune Marketing 


In the Santa Clara valley in California, the prune growers 
formed their first codperative organization in 1900. The 
association comprised 60 per cent of the prune growers of 
that valley. They erected a codperative plant that was valued 
at approximately $500,000. At the beginning, it looked as 
if the codperative would succeed, but it went to an early 
grave. 

Its management and competition were mainly the causes of 
its failure. It appears as if the private packers entered into 
a gentlemen’s agreement to kill the organization, and they 
succeeded in an ungentlemanly manner in accomplishing their 
objective. The manager of the codperative could not with- 
stand their onslaughts. As a consequence, the members of 
the associaton were unable to sell their prunes till 1902, when 
they turned them over to H. G. Coykendall to sell. At that 
time Coykendall was a private packer, but he disposed of the 
coodperative’s prunes to the satisfaction of the growers. 

For seventeen years, the prune growers marketed their dried 
fruit independently after the breakdown of their first co- 
operative association. During this period it is said that the 
growers sold their crops to middlemen at prices ranging from 
144 cents to 3 cents a pound when they should have netted 
from 4 to 6 cents a pound.t 

It was these experiences with low prices that finally gave 
an incentive to the growers to try out codperative prune 
marketing again. So in 1917 the growers formed the Cali- 
fornia Prune and Apricot Growers, Inc. This association 
signed up 75 per cent of the California prune growers, and to 
it they pledged their support for five years. With this 
organization the growers had considerable success. Within 
less than a year the codperative established market connec- 


1 Herman Steen, Codperative Marketing, pp. 31-2. 
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tions in 203 cities; and moved nearly all the crop at an average 
of 6 cents per pound. Up till 1922, the time of the expiration 


_ of the contract, the growers of prunes in California seemed 


reasonably well pleased with the results of codperation, but 
recently general dissatisfaction has been expressed on the 
part of many growers. 


The California Prune and Apricot Growers’ Association 


In 1922 the organization was converted into a noncapital 
stock association, and the name changed to the California 
Prune and Apricot Growers’ Association. To it 8,100 prune 
growers and 4,700 apricot growers pledged their support by 
signing another five-year contract. Each member paid a 
membership fee of $10. The organization is controlled by a 
board of 15 directors, 14 of whom are elected by a voting 
board of 39 members, and the one is appointed by the gover- 
nor of California. 

The physical equipment, such as warehouses and processing 
plants, is owned by a subsidiary organization known as the 
Growers’ Packing and Warehousing Association, Inc. This 
subsidiary operates thirty manufacturing and warehousing 
properties, while the central organization functions primarily 
as a selling agency. 


The Oregon Codperative Growers’ Association 


For two years, the Oregon prune growers watched the suc- 
cess of the California prune producers, and then decided to 
imitate them to a limited extent. So in 1919 the Oregon Co- 
operative Growers’ Association was launched. It differed 
from the California prune growers’ association in many re- 
spects, but the most important probably was in regard to 
scope. The California codperative handled only prunes and 
apricots, while the Oregon Codperative handled many other 
fruits and some vegetables as well. 

Specific objectives were sought by the Oregon Codperative 
Growers’ Association. Originally it purposed to encourage 
fruit production; to store, can, preserve, and market products; 
to stop speculation in fruits, to stabilize prices, to develop 
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markets, to increase consumption, to eliminate unnecessary 
middlemen and to retain those needed, to advertise Oregon’s 
fruit. industry; and to’ stabilize land prices and credits. A 
pretty large order for one organization—too large in fact, as 
subsequent events indicated. 

To the organization some 18,000 fruit growers in Oregon 
pledged their support through a five-year contract. These 
members controlled approximately 30,000 acres of fruit. The 
organization was a noncapital, nonprofit, a so-called purely 
codperative concern. Each member paid a membership fee 
of $10 and his membership was transferable with his property. 
All members had equal voting power, and voting by mail was 
allowable. The association owned nine packing plants, located 
respectively at Forest Grove, Salem, Yamhill, Dallas, Scotts 
Mills, Creswell, Sutherlin, Myrtle Creek, and Riddle. In 
1923 the association handled approximately 15,000,000 pounds 
of prunes. For its prunes, one investigation indicated that 
the members received slightly higher average prices during 
the years 1920 to 1922 inclusive than nonmembers.” 

Nevertheless the Oregon codperative came close to going 
on the rocks several times; finally at the expiration of the 
contract it did die, or, more properly speaking, it was con- 
verted into a prune-selling agency. Why-did the Oregon 
Codéperative Growers’ Association fail? 

For many reasons, and among them may be mentioned 
these: First, the association handled too many dissimilar 
products to make for success.. The growers, at times, felt 
that the returns were mixed. The fact of the matter seemed 
to be that the organization was too small to undertake suc- 
cessfully the marketing of soft and dried fruits as well as - 
vegetables. Secondly, while the association aimed at con- 
trolling about 80 per cent of the Oregon fruit crop, it was 
never able to handle more than about 40 per cent. Thirdly, 
there were no local units as in the case of the California Fruit 
Growers’ Exchange to come between the growers and the 
central, to act as shock absorbers, to give the growers a 
chance to handle their local problems. Fourthly, the Oregon 


2 Oregon Grower, May, 1924, p, 7. 
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Codperative Growers’ Association purchased or erected many 
plants at war prices. Finally, there was intense opposition 
_ to the codperative, both within and without the association.? 


The North Pacific Codperative Prune Exchange 


Out of the Oregon Codéperative Growers’ Association has 
grown the North Pacific Codperative Prune Exchange. Its 
chief function is that of a selling agency—it advertises, in- 
spects, and sells prunes. To do this it has entered into con- 
tracts with growers’ local associations, which provide that 
the exchange shall market the locals’ fruit. 

The locals are composed of prune growers who own or lease 
packing plants for the purpose of doing their own packing. 
Each local has control of its own packing, and whatever 
economies accrue from packing, grading or blending go to 
the members of each respective local unit. Each local, also, 
determines and arranges whatever advances it cares to make 
to its members. 

The Exchange, then, merely makes the sales, issues the 
_ shipping orders to the locals, invoices the products, and makes 
periodic distribution of the funds to the locals in proportion 
to the amount of prunes sold. This organization is built on a 
_ different foundation from the old Oregon Codperative Growers’ 
_ Association and it is believed that it will make good headway. 
Before 1924 passed out nine locals had joined the Exchange. 
During the 1926-27 season it marketed 13,332,097 pounds of 
prunes for its nine member units.* 


History of Codperative Raisin Marketing 


The raisin growers of California attempted codperation as 
far back as 1889. In that year the packers for the first time 
refused to buy outright the growers’ raisins. Instead they 
offered to pack and to market the growers’ raisins for a flat 
rate, remitting of course the sale price less the charge to the 


growers. For bargaining purposes a few local codperative 
ES ESSE Er: ET Pea eee eo eee onan SEN 
3See Constitution and By-laws; and issues of the Oregon Grower 
for further information on the Association. 
4 Agricultural Coédperation, Oct. 29, 1927, p. 418. 
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raisin associations then sprang up. Through these the grow- 
ers believed that they could bargain more successfully than 
they could individually with the packers. 

In 1892 the local associations were followed by a codperative 
selling agency. In form, it was a codperative arrangement 
between the growers and packers, the latter guaranteeing the 
farmer a price of 414 cents a pound for raisins. The con- 
cern, however, soon failed and the growers alleged that it 
was because the packers manipulated prices. Other similar 
and unsuccessful attempts followed this one down to 1912, 
when a real start in codperation was made. 

At that time the raisin growers were gloomy, were dis- 
couraged, were in a state of despair. The prices of raisins 
had been unduly low for several years. “From 1905 to 1912 
inclusive, the average price for raisins was two cents a pound; 
and it cost 314 cents to produce them.” *® To save the raisin 
industry something constructive had to be done. With a 
realization of the situation, the business men of Fresno ex- 
tended a helping hand. At once the farmers accepted the 
business men’s aid, and as a result, in the year 1912 the 
California Associated Raisin Company was born. 


The California Associated Raisin Company 


The California Associated Raisin Company was organized 
as a selling agency. It tied up the growers for a term of five 
years by a written contract in which the growers agreed to 
sell their raisins through the organization. In about five 
months, 76 per cent of the raisin growers had joined the 
organization. This association made phenomenal progress, 
keeping the demand a bit ahead of supply, mainly through 
effectively advertising “Sun-Maid Raisins.” Largely for the 
purpose of capitalizing this brand, the company changed its 
name about 1918. 


The Sun-Maid Raisin Growers 


The new organization began business under the name, the 
Sun-Maid Raisin Growers. It was a capital stock corporation 


5 Steen, op. cit., p. 23. 
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which issued some $5,000,000 worth of stock. A provision 


7 
‘. 


was made for each grower to become a stockholder by 
providing that the concern might pay him a maximum of 
$4.00 per ton on his deliveries in capital stock of the associa- 


_ tion. Another unique arrangement was made whereby growers 


delegated their voting power to a board of trustees of whom 
there were twenty-five in number. From among these twenty- 
five trustees a board of seven directors was elected to manage 
the affairs of the organization. 

A contract covering fifteen years was signed by 90 per cent 
of the raisin growers in 1921. This contract even bound the 
land of the grower to the association; that is to say, if the 
original grower sold his farm while the contract was in force 
the new owner was supposedly bound by the terms of the 
contract irrespective of his wishes. At present there are about 
16,500 members in the raisin association,® and it handles over 
200,000 tons of raisins a year.’ 

It will now be interesting to discuss the marketing functions 
of these dried fruit associations. 


_ Assembly and Packing 


Prunes and raisins are delivered by the growers to the 
codperative packing plants or loading stations from which 
they are shipped to the packing plants. In the case of the 
old Oregon Codperative Growers’ Association, the central 
organization owned outright some prune packing plants, but 
in the case of the North Pacific Codperative Prune Exchange, 


- the local packing plants are owned and operated by the local 


_ associations and not by the central unit. In the California 


Prune and Apricot Growers’ Association the packing plants 
are owned and operated by the Growers’ Packing and Ware- 
housing Association, Inc., a subsidiary company. The Sun- 
Maid Raisin Growers own thirty small packing plants scat- 
tered over the raisin district and one large plant at Fresno, 
California. 

Originally, it was necessary for some of the producers of 


6 Agricultural Codperation, Jan. 5, 1925. 
7 Ibid., Feb. 16, 1925. 
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dried fruits to establish packing plants, mainly because in 
certain instances, private packers refused to deal with the 
growers’ codperatives. Some codperative dried fruit associa- 
tions have scored a gain through codperative packing. By 
erecting their packing plants in the right places and by direct- 
ing deliveries to them, economies have been effected through 
codperative associations. To illustrate: the California prune 
growers save $500,000 annually through the establishment of 
their codperative plant in Brooklyn, New York.® 


Standardization 


Likewise codperative dried fruit associations have made 
progress in standardization. Ordinarily the fruit is graded 
and standardized in association packing plants. For his fruit, 
the grower is usually given credit, and then it is mingled with 
other fruits of other growers. Rigid rules are applied to the 
grading processes: and as a consequence the dried fruit co- 
operatives have been able to standardize their products quite 
satisfactorily. 

Formerly the California Prune Growers, for example, had 
several hundred brands of prunes entering the trade. The 
codperative, however, has reduced the number of brands to 
three associations brands, ‘“Sun-Sweet” standing for its first 
grade of fruit. Likewise the old Oregon Codperative Growers’ 
Association cut down the number of Oregon Prune brands 
entering the trade and focused its attention primarily on the 
“Mistland” brand. And with equal, if not greater, success 
the California raisin codperative has standardized its fruit 
and effectively pushed the “Sun-Maid” brand. 

This standardization has meant a good deal to the dried 
fruit producers. It has enabled them to push their fruits into 
the trade more effectively, more economically. This is true 
because it is less expensive to create demand for a few brands 
than, for many. It is also true because retailers and con- 
sumers can remember few brands easier than many brands. 
To illustrate the results of such standardization, the demand 
for “Mistland’’ prunes may be taken as an example. In 


8 Steen, op. cit., pp. 32-6. 
\ 


‘ 
\ 
\ 
\ 


Xe 


x 
fe Oe, 


COOPERATIVE DRIED FRUIT ASSOCIATIONS 61 


1923, a survey showed that 90 per cent of the retailers in 
| entire districts of Chicago handled the “Mistland” brand of 
_ prunes.? 


_ Financing 


A variety of means has been used to finance the codperative 
marketing of dried fruits. The codperatives have issued stock, 
some common and some preferred.. Members of the codpera- 
tive have purchased the common stock which gives them the 
voting privilege, while anybody that desired to do so pur- 
chased the preferred stock which paid dividends but withheld 
the right of voting. 

But in the case of the California Prune and Apricot 
Growers, Inc., every member grower originally held $100 
worth of stock for every ten acres of prunes and apricots that 
_ he owned and no stock was held by nonmembers. When this 
organization changed in form, however, a subsidiary, the 
Growers’ Packing and Warehousing Corporation, took over 
the ownership of some twenty-seven packing plants. Then 
the central association acquired ownership of the common 
stock and those desiring to do so bought the preferred. The 
prune and apricot association makes deductions from the 
growers’ receipts and out of them creates a fund which is 
used to retire the preferred stock. 

In the case of the Sun-Maid Raisin Growers, there is an 
authorized capitalization of $5,000,000. In it there are about 
16,500 stockholders. Each member automatically becomes a 
stockholder through the operation of his contract with the 
association. This contract provides that the association may 
pay each member not to exceed $4.00 per ton in capital stock 
on his deliveries. A small percentage of the capital stock, 
less than 20 per cent, is also owned by outsiders. Dividends 
on the capital stock, however, are limited to 8 per cent. 

Another method to secure funds for financing is that of 
borrowing on the basis of warehouse receipts. In some in- 
stances the dried fruit is placed in storage and on it ware- 


house receipts are issued. Inasmuch as the codperative as- 
OE EEE —————_—————————————— 
2 Oregon Grower, May, 1924, p. 6. 
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sociation holds title to the fruit, it is enabled to borrow funds 
from banks with which to make advances to growers from 
time to time. The War Finance Corporation has also been 
drawn on for funds in this way. The advances that are made 
growers range from 50 to 70 per cent of the value of the 
deliveries. 

In addition, short-time notes have been given growers by 
the association temporarily until the company could secure 
funds to pay for the fruit. Membership fees also have been 
used to get financing funds. For example, the California 
Prune and Apricot Growers’ Association now charges a mem- 
bership fee of $10. 

To the banks, however, these codperative dried fruit as- 
sociations have to look principally for short-time loans, and 
the bankers have shown considerable liberality in making 
loans to these concerns at times. To illustrate: one year the 
Oregon Codperative Growers’ Association borrowed money 
from twenty-six banks and was thereby able to market its 
prunes to fairly good advantage. But at other times the 
banks have been slow in coming to the aid of codperatives, 
and as a consequence these marketing codperatives have 
suffered considerably because of the want of funds. 


Transportation 


Practically all the transportation gains that come to dried 
fruit growers who coéperatively market their products result 
from large shipments, the effective pushing of freight claims, 
the prevention of some resales that necessitate back shipments 
from large consuming centers to smaller consuming towns, 
and the like. These gains accrue to other codperative grow- 
ers, as has already been pointed out, and they therefore need 
no further comment. 

There is, nevertheless, another economy that the California 
prune and apricot growers have clinched. In 1921, the Cali- 
fornia association established a packing: house in the East, 
namely in Brooklyn, New York. Now the California 
organization sends most of its prunes in bulk to the East and 
there they are packed. This is the preferable practice be- 
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cause it is found that packed prunes do not ship very well 
by water. It is estimated that this new practice saves the 
California growers about $500,000 a year in transportation 
charges. 


Risk-Taking 


The dried fruit growers assure themselves the average 
market price through the pool. For example, the codperative 
prune and apricot growers in California, pool their fruits 
according to quality. Ordinarily, the pool covers the fruit 
season. Under this arrangement, prunes must be turned over 
by the member growers to the association on or before 
November 10, and apricots on or before September 15. The 
growers receive from 75 to 90 per cent of the value of their 
crop within about three months after delivery, and the re- 
_ mainder when the pool is closed at the end of the year. 

In the case of the raisin growers, the original method of 
pooling was for the association merely to pay every grower 
the average price per pound received for the raisins minus, 
of course, the cost of selling. But dissatisfaction grew out of 
the scheme because it did not take into account grades and 
varieties. To meet and to eliminate this dissatisfaction on 
the part of growers a new plan of pooling was instituted. It 
provided for separate pools for the different varieties and 
grades. This method is still in vogue. 

The dried fruit. growers also have reduced the market risks 
in other ways. Before the days of codperation, there were 
innumerable brands on the market and most of these did 
not represent standardized fruits. In fact, often the quality 
of the fruit sold under a brand changed with each crop, and 

as one consequence the buyer, distrustful of brands, had to 

inspect the fruit each year. This lack of standardization 
tended to make an unstable demand for a certain brand and 
tended to make buying rather expensive. Codperation came 

along and reduced the number of brands and standardized 
them. One direct result was to make for a more stable de- 
_ mand for standardized prunes and raisins, and another effect 

was to cut down the cost of marketing. Market risks were, 
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therefore, minimized through the codperative sale of dried 
fruits. 

It also seems probable that some codperative dried fruit 
organizations tended to get higher prices for the growers’ 
fruits at times than the individual growers could have com- 
manded. This was done partly through advance price-fixing, 
especially on the part of the raisin growers. While this prac- 
tice seemingly resulted in monopolistic price setting for a 
time, it nevertheless tended to stabilize raisin prices, and ac- 
cordingly tended to reduce market risks. Of this practice 
more shall be written later in connection with trust troubles. 


Demand Creation 


For a long time both raisin and prune growers have been 
in need of effective demand creation for their products. For 
instance, in the case of raisins, the California crop increased 
from 70,000 tons in 1912 to 190,000 tons in 1919, and to over 
200,000 tons in 1924. Similarly, the prune crops of the Pacific 
slope have increased by leaps and by bounds. To keep the 
supply from “outrunning” the demand for dried fruits the co- 
operative associations have called into play advertising—and 
then they have not always succeeded. During the readjust- 
ment following the World War and particularly with the ad- 
vent of prohibition in this country, the supply of raisins and 
prunes has outdistanced the demand. However, the co- 
operatives have made great efforts to solve this problem. 

The codperative raisin growers of California, for example, 
have spent enormous sums for advertising their fruit. In 
1914 the codperative spent $120,803 for advertising; in 1915 
it spent $240,035; in 1916, $219,592; in 1917, $287,000; in 
1918, $291,756; in 1919, $374,147; in 1920, $1,261,342; in 
1921, $2,139,567; and in 1922, $2,399,704.1° 

Two rather interesting features of the advertising cam- 
paign for raisins are the development of the 5-cent package 
and the pushing of raisin bread. The association placed a 
5-cent raisin package on the market in 1921 and this was sold 
as a confection. The packages, which are called the “Little 


10U. §. Department of Agriculture Bulletin 1302, p. 70. 
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“Sun Maids,” have won a place for themselves in the trade 
perhaps as quickly as any similar commodity. 

Back in 1916, the association indirectly began to push 
raisin bread. It strongly urged bakers to make raisin bread, 
and it provided sufficient inducements for the bakers to sell 
such bread. Of this campaign, General Manager F. D. Sey- 
mour once said: “We began in January, 1916, to advertise 
to bakers urging the use of raisins in bread. In that month 
we sold them 25,000 cases of seeded raisins; two years later 
we sold them 299,000 cases in the corresponding month.” 

With all this advertising, however, the demand for raisins 
has lagged behind the supply. But perhaps a new avenue 
has opened up to the raisin growers to create a greater de- 
mand for their product. Experimental and investigational 
work has developed a satisfactory process for turning raisins 
into high-grade syrup. It is stated that some of the by- 
products that will result from this process are crude cream of 
tartar, a stock food, and a fertilizer containing lime, phos- 
phate, and nitrogenous matter. A plant is planned for the 
manufacture of the syrup, and it is believed that a new de- 
mand for raisins is created. If so, this process may enable 
the demand to catch up with the supply of raisins. 

The prune growers likewise have done much to create de- 
mand for prunes. The California Prune and Apricot Asso- 
ciation has spent thousands and thousands of dollars in cre- 
ating demand for California prunes and especially for the 
“Sun-Sweet” brand. In 1923 the Oregon Codperative Grow- 
ers’ Association carried on a joint advertising campaign with 
the Washington Growers’ Packing Corporation of Clark 
County. A sum of $24,000 was spent for advertising the Pa- 
cific northwest prune. Part of the fund was employed for 
newspaper advertising in Western Canada and part of it was 
used in placing posters on elevated platforms in Chicago. 
One of the direct results was that 90 per cent of the retailers 
in entire districts of Chicago carried and sold the Mistland 
brand of prunes.** 

That the codperative prune associations have been effective 
(ok he be aaah RO i Raa ae 2 RENEE 
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in creating demand is clearly shown by the fact that the 
consumption of prunes has on an average increased from 
year to year. But however great the results are from these 
advertising campaigns, the increasing supply of prunes is 
ever threatening to keep ahead of demand. Greater and 
more effective advertising efforts will be needed as time comes 
and goes. It may be that the codperative dried fruit asso- 
ciations can meet the problem at least partially by reducing 
and further standardizng brands. 


Distribution 


Originally the raisin growers sold their raisins to packers 
and other buyers. Later they distributed their raisins 
through brokers to wholesalers, and finally they eliminated 
the brokers and sold directly to the wholesalers. This last 
change in distribution enabled the growers’ association to 
eliminate the brokerage charge of 11% per cent. 

“Sun-Maid” raisins are now being distributed not only 
throughout the United States but also in many foreign coun- 
tries as well. Among the foreign countries in which raisins 
are sold by the codperative are England, Holland, Belgium, 
Denmark, Norway, Sweden, Finland, Japan, China, and 
Mexico. 

The California prune and apricot codperative distributes 
its product largely through brokers to wholesale grocers. In 
time, however, the association may establish its own broker- 
age system as the raisin association did. 

In 1920 the California codperative prune and apricot as- 
sociation encountered great difficulties. When the financial 
crash came in October and November, contracts covering 45,- 
000,000 pounds were repudiated.12, The repudiation necessi- 
tated an auction sale of the prunes. Temporarily the asso- 
ciation lost great amounts, but later it recovered the difference 
between the contract prices and auction prices by instituting 
suits against the contract violators. It is believed, however, 
that by handling its own prunes the organization saved the 
growers considerable money in 1920, because, if the packers 


12$teen, op. cit., p. 35. 
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had marketed the crop, probably one-half of the crop would 
have been carried over till the following year. Attention 


- will now be directed to costs. 


A study of the distribution of the dollar the consumer pays 
for dried fruit marketed by the California Prune and Apricot 
Growers’ Association gives these figures for 1924: 
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These figures show that the grower, the retailer,.and the 
wholesaler take the largest margins. About the only way 
the grower can increase his margin is to cut down the costs 
of distribution. One way to do this may be to sell directly 
to more chain retail grocers. Still another way may be to 
establish a codperative brokerage system. And another way 
still may be to reduce the association’s actual costs of pack- 
ing. All three plans appear to be open to the dried fruit co- 
operatives. 


Charges of Monopoly in the Raisin Industry 


Heretofore it was pointed out that the raisin codperative 
controlled about 90 per cent of the marketable raisins of Cali- 
fornia. This large control, coupled with a tightly organized 
association, gave the raisin growers such a strategical posi- 
tion that some people have believed they operated a monopoly. 

These observers pointed to the following factors as proof 
of their position. First, they say that the raisin growers 
controlled nearly the entire supply of raisins. Secondly, they 


claim that at one time the raisin codperative had an agree- 
er 
13 Agricultural Codperation, Feb. 2, 1924, p. 46. : 
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ment with the California Packing Corporation which con- 
templated fixing prices. Thirdly, they allege that the raisin 
codperative sold raisins to the export trade at a lower price 
than at home. But be this as it may, the raisin people have 
not been convicted of such accusations. 

In 1918 the government investigated the codperative, but 
cleared up the charges against it. Then in 1920 the Federal 
Trade Commission made an investigation that culminated in 
censure on four points. Later the Department of Justice 
notified the association that it would be prosecuted under 
the Sherman Anti-Trust Act unless raisin prices were lower 
in 1920 than they had been in 1919. However, the case was 
dropped through compromise. The consideration was that 
‘the association sell 20,000 tons of raisins at $5.00 below the 
market price to outside packers. It did so. 

To prevent further trust charges the raisin growers’ as- 
sociation reorganized in such a way that it meets the co- 
operative law requirements and dodges the trust features 
of the corporation laws. 

The organization changed its contract with the growers 
to comply with the court’s suggestion. It moreover made 
arrangements so that the organization was to retire as quickly 
as possible the stock held by outsiders and thereby elimi- 
nated the charge that it existed for profit. Its price-making 
practices were also modified so that it appeared that prices 
were fixed more by supply and demand than by artificial 
forces. Inasmuch as the Federal Trade Commission has not 
investigated the organization since it changed its form and 
practices, it seems reasonable to assume that this govern- 
mental body is satisfied with the activities of the codperative 
raisin company. 


Conclusion 


The codperative dried fruit associations have had consid- 
erable success in creating demand for raisins and prunes, 
although much remains to be done in this direction if the 
demand for these fruits keeps up with the supply. The fact 
that the raisin codperative handled 24,512 tons of raisins in 
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1912, and 204,630 in 1922* and the further point that in 
recent years the raisin company has had great difficulty in 
_ selling all their raisins at good prices partly substantiates the 
foregoing conclusion. The fact that the prune consumption 
has likewise increased since the dawn of prune codperation, 
and that the codperatives found great difficulty in marketing 
their crops from 1920 to 1924 still further demonstrates the 
truth of the first statement. 

In standardization, the codperative associations have made 
great headway. “Sun-Maid,” “Sun-Sweet,” and “Mistland” 
are now pretty well-known brands. Emphasis on a few 
brands was made possible when the codperatives reduced 
the number of brands formerly going into the trade, and when 
they carefully graded and packed their fruits. 

Considerable progress has also been made in financing, 
distribution, risk-taking, and other market functions. Many 
problems have been wholly or partially solved along these 
lines. 

But perhaps one of the best signs that. the codperatives are 
endeavoring seriously to perfect their marketing functions is 
the fact that they are studying their cost-to-sell. In recent 
reports it is stated that the Sun-Maid Raisin Growers of 
California had reduced “the per month-ton cost of capital” 
from 61 cents for the season of 1921-22 to 21 cents for the 
business year ending with August, 1924. It is further pointed 
out “that if the selling expense were prorated over the total 
tonnage handled the average cost per ton would be $4.55 for 
1922; $3.83 for 1923; and $0.81 for 1924.” The California 
Prune and Apricot Growers’ Association is likewise studying 
costs and margins as will be noted from reports found in the 
issues of Agricultural Codperation. Every gain in the direc- 
tion of cutting down marketing cost that does not lessen 
efficiency is, needless to say, a distinct advantage to the dried 
fruit growers. 

Finally, it may be said that the limited area in which dried - 
prunes and raisins are produced in the United States gives 
TE LS SS es 2a 


140. S. Department of Agriculture Bulletin 1302, p. 70. 
15 Agricultural Codperation, Dee. 15, 1924, p. 406. 
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the growers a pretty good opportunity to control their prod- 
ucts. From this, gains in standardization, distribution, and 
demand creation may naturally accrue. But in obtaining 
these advantages the codperatives will have to steer clear of 
monopoly if they do not wish to be prosecuted, for undoubt- 
edly the American public will make little distinction between 
an industrial trust and a farmers’ trust. The legal diffi- 
culties encountered by the raisin growers have already dem- 
onstrated this point. 


QUESTIONS AND PROBLEMS 


Discuss the problems facing the dried fruit associations. 

Why did the Oregon Codperative Growers’ Association fail? 

Is it possible for any codperative to prevent speculation in its 

products? Give reasons for your answer. 

4. Is it possible for any codperative to stabilize land values? 

5. Describe the North Pacific Prune Exchange and give its func- 
tions. 

6. Why was the raisin codperative considered a trust? 

7. Would it not be beneficial to society to permit farmers to 
form monopolies whenever and wherever possible? If not, 
why? If so, why? 

8. How have the dried fruit associations attempted to create de- 
mand? Can you think of any other method that might be 
effectively used in creating demand? 

9. Why is successful mass selling dependent upon standardization? 

10. Enumerate the distinct advantages that have come to the grow- 
ers through the codperative marketing of dried fruits. 

aT ea the difficulties that the raisin growers are now 

acing. 
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CHAPTER V 
COOPERATIVE VEGETABLE ASSOCIATIONS 


Problems of the Industry 


The vegetable growers of the United States have been 
confronted with a number of grave marketing problems. 
Among these are: (1) the lack of sufficient warehouses; (2) 
high buying margins; (3) unstandardized products; (4) dis- 
orderly feeding of markets; and (5) the production of vege- 
tables over wide areas; and the consequent difficulty of con- 
trolling a reasonably large percentage of the products grown. 

With a view to solving some of their marketing problems 

and enhancing thereby their net returns, many vegetable 
growers have formed codperative or semi-codperative associa- 
tions here and there. The earliest codperative vegetable as- 
sociations were formed in New Jersey away back in 1865.1 
Some of these codperatives originated with the hope of secur- 
ing better services from commission men, while others formed 
with the idea of economies in transportation through the 
combination of small individual shipments. Most of these 
organizations, however, failed, and there were few other co- 
operatives formed before 1900 that are worth sketching. 
_ Largely because of the want of space, the author will con- 
fine most of his discussion to potato growers. But before 
going into the potato question it is fitting to point out that 
some cauliflower growers, some cabbage growers, and some 
watermelon growers have developed some substantial codp- 
erative marketing organizations. Among these codperatives 
might be mentioned: (1) the Southwest Watermelon Growers’ 
Association; (2) the Colorado Cabbage Exchange; and (3) 
the Erie County Growers’ Association which markets cauli- 
flower. 


1 Herman Steen, Codperative Marketing, p. 247, 
71 
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The Eastern Shore of Virginia Produce Exchange 


Chronologically the Eastern Shore of Virginia Produce Ex- 
change deserves first mention of all potato exchanges, al- 
though it markets other vegetables as well as potatoes. This 
codperative association was established in 1910. It grew 
out of the dissatisfaction of vegetable growers who were try- 
ing to market their products to advantage through the regular 
marketing system. At the present time there are some 5,000 
vegetable growers on the tiny peninsula coast of Chesapeake 
Bay that are in this organization. It markets close to 
$10,000,000 2 worth of produce annually and it is considered 
very successful. 

The organization is composed of a central selling agency 
and thirty-six local units. Although the locals are not sepa- 
rately incorporated, they nevertheless function at shipping 
points, and are in reality subdivisions of the exchange. The 
chief function of each local is to inspect the grading done by 
the members. Usually this is accomplished by a manager and 

a few inspectors in each local division. The exchange proper 
takes care of sales, shipments, market information, and the like. 

In the organization there are three types of members: (1) 
“stockholders,” (2) ‘tenants of stockholders,” (3) “holders 
of certificates of shipping privileges,” ? these being classed ac- 
cording to the by-laws of the association. The stockholders 
represent only farm owners and operators, and each of these 
may hold not more than one share of stock. A nonstock- 
holder may own a certificate of shipping privilege by the 
payment of one dollar. Negro growers may be members, but 
their stock must be held by a white trustee. The by-laws of 
the association pledge the growers to market all their produce 
through the exchange. 


The Michigan Potato Growers’ Exchange 


This codperative association was organized in 1918, largely 
as a result of unsatisfactory marketing conditions. It is a 


? Reports of the Eastern Shore of Virginia Produce Exchange. 
8 By-laws of the Eastern Shore of Virginia Produce Exchange. 
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nonstock, nonprofit codperative that charges a membership 
fee of $100. In 1918, there were some twenty-eight local 
associations that federated to form the organization, but it 
has grown considerably since then until, at present, about 130 
locals are affiliated with it. Its sales amounted to nearly 
$1,500,000 in 1927.4 

Growers are tied up to the locals in continuous contracts 
which provide that each grower must deliver all or a specified 
part of his potato crop to his respective local. The con- 
tracts, however, permit a member grower to withdraw from his 
local any year, provided proper notice is given to the local. 

To the central, the locals are likewise bound by contracts. 
In case a local refuses to deliver its potatoes to the exchange 
to market, the latter organization may extract liquidated 
damages to the sum of 10 cents per hundredweight. Not 
a very large damage claim, to be sure, but enough to cover 
the overhead that the exchange has incurred through its plans 
to market the local’s potatoes. Still another provision in the 
local-central contract worth considering “is that one which 
permits a local to sell outside the exchange. A local associa- 
tion may market its potatoes through an outsider if it will 
pay the exchange the flat rate of 8 cents per hundred which 
the central regularly charges for marketing potatoes. But 
only in instances where the local can get a much higher 
price for its potatoes than the exchange can command will it 
profit the local to market outside the exchange. 

The Michigan Exchange differs fundamentally from the 
Eastern Shore of Virginia Exchange in that the former is 
a federation, while the latter has only subdivision shipping 
points that can hardly be classified as federated units. Both 
organizations, however, are similar in that the growers pledge 
their business to the exchanges. Another distinction is that 
the Michigan concern is a noncapital stock association, while 
the Virginia codperative is organized with capital stock. 
While these organizations are quite unlike in form, they are 
both nevertheless very successful associations. From their 


4University of Minnesota Bulletin 211, p. 19; Agricultural Codpera- 
tion, Sept. 1, 1928, p. 351. 
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beginning both have gained in membership and both have 
gained in volume of business. 


The Minnesota Potato Exchange 


So far as organization goes the Minnesota Potato Exchange 
is simply a second edition of the Michigan Potato Exchange. 
The former organization was set up in the Gopher state in 
1920. To it, some 97 locals pledged their support; 85 of these 
were in Minnesota, 11 were in North Dakota, and one was 
in South Dakota.® 

Grower-members contracted to deliver their potatoes to 
the locals, and the locals in turn contracted to sell through 
the central organization. Locals held stock in the exchange 
to the extent of $100 each. In addition, every local gave 
the exchange a collateral note of $500. 

While the Minnesota exchange is almost like the Michigan 
exchange in organization, the two differ materially in results. 
In 1921, the Minnesota exchange experienced real difficulties. 
Poor standardization on the part of growers and poor man- 
agement combined to defeat codperative marketing. As one 
consequence the members did not receive as much for their 
potatoes as outsiders. Dissatisfaction set in, and a demand 
for a change was made by the codperators. 

This difficulty culminated in a reorganized exchange in 
1922. The chief changes made in the organization relate to 
giving the central a greater power over local associations. 
It was given authority to supervise grading to some extent. 
The daily pool was also abandoned and locals were permitted 
to market outside the exchange if they could procure higher 
prices. These changes virtually placed the organization on 
a commission basis. However, things did not go well with 
the new exchange and it therefore suspended business.® 


The Monmouth County Farmers’ Exchange 


Down in New Jersey the Monmouth County vegetable 
growers became dissatisfied with the regular marketing sys- 


5 Steen, op. cit., p. 241. 
®See Agricultural Codperation, Nov. 28, 1925, p. 480. 


COOPERATIVE VEGETABLE ASSOCIATIONS 75 


_ tem in 1908, and organized the Monmouth County Farmers’ 
Exchange. At the time some 500 members joined the or- 
_ ganization, and the membership has grown to 1,500 farmers. 
In 1908, the exchange marketed $454,000 worth of vegetables, 
and its business has steadily grown until it now handles over 
$2,000,006 worth of produce a year, according to its reports. 
From its beginning it has continued to achieve real results for 
its members. 

In reality, however, this exchange is not codperative. It 
is a stock company, capitalized at $176,000. Some of its 
stock is even held by persons other than growers, although 
most of it is held by a small group of rather large growers. 
It operates receiving stations in about thirty towns, mainly 
in Monmouth County, New Jersey. 


Scattering Codperative Potato Associations 


There are a number of codperative exchanges handling 
_ potatoes that are located in New Jersey, New York, Maine, 
_ North Dakota, South Dakota, Nebraska, Wisconsin, Colorado, 
Idaho, and elsewhere. These organizations are not as large 
as the four principal exchanges heretofore described, and 
neither are they so old. It is only fair, however, to say in 
_ passing that some of these exchanges which we have not dis- 
cussed are rendering the potato growers real service, and 
are very successful. Attention will now be directed to a 
discussion of the marketing functions of the potato asso- 
 clations. 


Grading and Assembly of Potatoes 


Along in the early part of the present century there were 
practically no standardized grades of potatoes. Little and 
big potatoes, perfect and imperfect potatoes, and potatoes of 
_ different varieties were mixed together by the average farmer 
and sold by weight or by measure. Here and there through- 
out the commercial potato belt will now be found some co- 
_ operative associations that are giving considerable attention 
to grades. Some of these organizations have rigid grading 
rules, and they see to it that their members live up to them. 
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The method followed in grading by some associations is to 
have inspectors pass on the growers’ grades on the farms, 
while the method practiced by other associations is to grade 
the potatoes at shipping points or in warehouses. The former 
plan leaves the sorting and grading largely to the growers, 
the association’s representative merely inspecting the work. 
In the latter scheme, the association takes over more re- 
sponsibility, frequently employing sorters and inspectors to 
grade potatoes at its own warehouse or point of shipping. 

A concrete example may be fitting to show how grading 
is actually done by one association. The Eastern Shore of 
Virginia Exchange leaves the work of grading almost en- 
tirely with the growers, although local inspectors do inspect 
the work done. However, this exchange has done its stand- 
ardization work in a surprisingly efficient manner. Its mana- 
ger worked out a system of grading that has since been 
adopted by the United States Department of Agriculture. 
Its “Red Star” brand of potatoes has become particularly 
well established in the trade, so also has its second grade 
“Green Gearwheel,’” made some progress, although not so 
much as the “Star” brand. 

While the actual work of grading is frequently left to the 
potato growers, it would be a mistake to assume that the 
locals or central exchanges have done nothing toward stand- 
ardization. They have done much in educating the growers 
up to the need of potato standards, in establishing grading 
systems, and in sending out to the farms warehouse inspectors 
to check on the growers’ grading. For this work they should 
be given credit. 

Nevertheless, when due credit is given the associations for 
their efforts toward potato standardization, it might well be 
said that some exchanges have not gone far enough in this 
direction. To illustrate: one year the Minnesota Potato Ex- 
change found that local associations delivered to it carload 
after carload of unsorted potatoes for sale only to have them 
rejected by buyers. It is said that one car even had a few 
field-frosted potatoes mixed in with No. 1 potatoes. Before the 
Exchange could sell this car of potatoes it was compelled to 
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_ have it conditicned and resorted. When the car was finally 
disposed of it netted above costs exactly 6 cents per bushel.” 
_ About the only way to prevent a recurrence of such an epi- 
sode is to give local associations and the exchange a good 
deal of authority over grading. 

In assembling his potatoes, the grower delivers them to the 
exchange variously. In some instances he must deliver a 
certain proportion of his crop on specified dates. In some 
cases, however, he may deliver his potatoes whenever he feels 
like it. In the latter instances growers deliver potatoes when 
they are harvested, and throughout the winter and spring. 
Some growers deliver the potatoes at mere shipping points, 
and others deliver them at warehouses where they may be 
stored for a time. Perhaps those associations which require 
certain proportions of the crop delivered at certain times and 
places are in a position to distribute the products to better 
advantage because they can feed the markets more evenly. 


Storage of Potatoes 


Originally in Minnesota some codperative local potato as- 
- sociations were formed with a view to establishing sufficient 
_ warehouses for storing potatoes until they could be sold at 
opportune times. The opportune time related in some cases 
to the convenience of hauling potatoes to shipping points 
for sale, and in other cases it related to a time when the grow- 
ers thought they would be able to secure the highest prices 
for their products. In the latter instances it usually meant 
some time after a period of storage. 

At times codperators have made money in storing their 
potatoes; at other times they sustained losses. For codpera- 
tive storage it may be said, however, that an intelligent ware- 
house manager who utilizes the market information that is 
now being disseminated by the United States Department of 
Agriculture should be able to store potatoes to better ad- 
vantage than the average potato grower, who can not utilize 
market information to the best advantage because of a lack 
of time or because of some other reason. 


7 The Farmer, April 15, 1922. 
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Financing Codperative Potato Associations 


The Michigan Potato Growers’ Exchange is financed from 
different funds. In the first place it has a membership fee 
of $100, and the reserve accumulated from membership fees 
provides one means of financing. In the second place each 
local association is requested to deposit with the exchange a 
negotiable, non-interest-bearing promissory note to the sum 
of $500. These notes may be used as banking collateral for 
funds or they may be available for settlement of liquidated 
damages in case of a violation of the contract on the part of 
locals. 

A third source of funds is a charge for handling the pota- 
toes. Both the exchange and the local follow the practice of 
charging a flat rate for handling potatoes. While the local 
association charges vary with the local associations, the aver- 
age approximates 12 cents per hundredweight. This charge 
pays for grading, sacking, loading, and maintaining the ware- 
house. A fourth means of creating funds is that of assess- 
ment and outright borrowing from banks. Some local as- 
sociations in the Michigan exchange have erected warehouses 
by individual assessments and others have done so by bor- 
rowing funds from banks. 

The Eastern Shore of Virginia Produce Exchange is also 
financed from different sources. It secured funds at the out- 
set by the sale of stock. In 1905 it was capitalized at 
$52,421 and in 1924 it was capitalized at $303,559.2 In ad- 
dition, it has accumulated a fund from the sale of shipping 
privilege certificates which go at the rate of one dollar apiece. 
Another means for securing funds is that of a charge for 
service rendered. The Exchange charges 5 per cent of the 
value of the products handled, up to $5.00 a package with 
a maximum of 15 cents per package for commission. The 
maximum commission, however, on returns of more than $5.00 
is twenty cents. The Exchange, also, has created a surplus 
fund out of the profits it has been making from year to year. 


8 Agricultural Codperation, Feb. 16, 1925, p. 69. 
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Other potato associations have been financed similarly to 
these two exchanges and their subdivisions, with the exception 
_ that perhaps they have had to depend on bankers more for 
loans than these two highly successful concerns. 


Transportation 


Whatever gains that have come to codperative potato as- 
sociations out of transportation grew out of large shipments 
and consequent lower freight charges, standardization and 
consequent savings in freight charges that may have other- 
wise been spent for dirt and unsaleable potatoes, effective 
pushing of freight claims and consequent early settlements. 
While nearly all these advantages could be found in any co- 
_ operative association, the economy. resulting from standardiza- 
tion should receive a word. If one notes the great piles of 
dirt that may be found at central shipping points like Chi- 
cago, one is impressed with the futility of paying transporta- 
tion charges for shipping mere dirt into the city. The soil 
that still goes with potatoes is altogether too much, but co- 
operatives can take some credit for reducing it in quantity. 
Still, considerable may yet be done along this line. 


Risk-Taking 

Potato growers have tried to reduce marketing risks through 
pooling. The Mercer County Codperative Association of 
New Jersey has daily pools based on potato grades. For- 
merly, the Minnesota exchange was composed of some local 
associations that formed daily pools of all potatoes. No 
attention was given to grades, and as one result some ship- 
ments were made up of good and bad potatoes. Such pooling 
clearly gave an advantage to the potato grower who sold 
unstandardized potatoes, and the advantage was given at the 
expense of the potato grower who sold carefully sorted and 
graded potatoes. The reorganization of the exchange now 
enables it to abandon the daily pool practiced by some of 
its members. 

Some local associations in the Michigan Potato Exchange 

have weekly pools; some have monthly pools; others have 
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seasonal pools; and some few have no pools at all. But the 
Exchange itself pools daily. Each pool, however, is usually 
based on grade. Likewise in the case of the Eastern Shore 
of Virginia Produce Exchange, the potato pool is daily and 
is based upon grades. 

The Potato Growers’ Association of Falmouth, Michigan, 
has evolved a pool somewhat different from any of the fore- 
going.’ It is seasonal in duration, the period beginning De- 
cember 1 and ending June 30 of the succeeding year. The 
scheme provides that careful estimates of the quantity of 
potatoes to be marketed during the season shall be made in 
advance, and that one-seventh of the total crop shall be mar- 
keted each month during the season irrespective of price, 
market conditions, or weather conditions. The proceeds of 
the potatoes are to be placed in a bank and at the end of 
each month settlement to members is to be made on the basis 
of one-seventh of the estimated crop listed with the organiza- 
tion. Minor errors due to over- or underestimates are ironed 
out at the end of the season, that is to say, adjustments are 
made to cover these errors at the end of the seventh month. 

For this method of pooling several advantages are claimed. 

1. Each grower gets the average price for the season 
rather than an average price covering a shorter period, and 
therefore it gives him greater ease of mind. This is true be- 
cause if a shorter period, say a week, were used as the basis 
of the pool, a grower might sell all his potatoes in one week 
and during that week prices of potatoes may be unusually 
high or low and he might accordingly gain or lose appre- 
ciably. Such a large gain or loss is obviated by the sea- 
sonal pool, for the grower is insured an average price for 
the season. 

2. Every grower under the new pooling plan will get some 
money every month during the season. This is usually better 
for him than if he were to obtain all his money, say, at the 
end of the season or at the end of a longer period. 

3. The new scheme gives more continuous employment to 
laborers inasmuch as one-seventh of the crop is marketed in 


®Ibid., April 18, 1925, p. 165. 
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each of the seven months. Slack and rush periods will not, 
therefore, occur as they do under the plans mentioned here- 
_tofore. These are undoubtedly distinct advantages that 
accrue from the new scheme of pooling. And if all the pools 
are based on grades, perhaps it is safe to say this is the best 
_ method yet evolved for pooling potatoes. 

Codperative associations have also lessened market risk 
through standardization. Fewer carloads of potatoes are re- 
jected by buyers now than formerly when potatoes were 
nearly all sold in an unstandardized, ungraded condition. All 
things considered, then, unquestionably codperatives have 
made important progress in minimizing market risks, 


Demand Creation 


Potatoes are, of course, a staple product and many people 
think that a sufficiently wide demand for them is already 
created. If potatoes are compared to prunes, let us say, there 
may be a bit of truth in this thought. But even at that, 
effective advertising could increase the consumption of pota- 
toes—inasmuch as the consumption of potatoes is not fixed 
and is even greater per capita in a number of countries than 
in our own. 
So far, however, demand creation has been largely along 

the line of getting consumers and dealers of potatoes to pre- 
fer some potatoes to others. For instance, mainly because 
the Eastern Shore of Virginia Produce Exchange has stand- 
ardized the package and quality of some of its potatoes and 
branded them “Red Star” and pushed the brand, “Red Star” 
potatoes command a premium in nearly every market. The 
premium is estimated to be as high as 15 per cent above the 
prices for other potatoes. 

Again, the Minnesota Potato Growers’ Exchange tried to 
increase the demand for its potatoes by experimentation. It 
put on the market consumer packages of potatoes. “Heavy 
cardboard cartons holding 15, 30, and 60 pounds are being 
used. These are being packed with potatoes suitable for 
baking. Each carton is marked to indicate that it contains 
only selected Gopher State brand potatoes. It is expected 
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that these packages will go through the channels of trade to 
the consumer.” *° These mere examples show what has been 
done to increase demand for potatoes. But very likely co- 
operatives can do even more to increase the demand for 
potatoes in certain districts. 


& 


Distribution of Potatoes 


Codperative associations probably market not more than 
10 per cent of the nation’s potato crop. However, in certain 
sections of the country codperative associations handle a 
large proportion of the potatoes produced in these districts, 
hence codperative distribution is of vital concern to some 
potato growers. 

The Eastern Shore of Virginia Produce Exchange dis- 
tributes potatoes throughout the eastern portion of the United 
States and Canada and in some other foreign countries. It 
has representatives or agents in New York City, Boston, 
Philadelphia, Baltimore, Pittsburg, Cleveland, and Chicago. 
In addition it has special brokers in other important mar- 
kets. Nearly all of its potatoes are sold f.o.b. Only in ex- 
ceptional cases will it consign potatoes, and then only in 
markets which do not injure other sales. For its distributive 
service, it receives a flat rate. The Michigan Potato Growers’ 
Exchange distributes potatoes in more than twenty-five states. 

In the main, the potato codperative exchanges have es- 
tablished a rather wide distribution. But they are doing 
more than confining their efforts to the United States. Re- 
cently the Maine exchange, for example, investigated the 
advisability of selling potatoes in England and Ireland. 

There appear to be certain gains that accrue when co- 
operatives take over the function of distribution. First, they 
may eliminate the local potato buyer and save his profit or 
margin; secondly, they may act as brokers and save the 
broker’s rate. But when the associations fail to function 
as efficiently as these two functionaries, perhaps losses arise 
instead of gains. The Michigan Exchange, hawever, split 


10 Ibid., Jan. 19, 1925, p. 24. 
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dealers’ margins in two during the first year of its operation. 


“Tn 1917 Michigan farmers received 48.7 cents per 100 pounds 
_ below the Chicago average price, the 48.7 cents represent- 


ing the dealers’ costs and margin of operation. The next 


year, with the exchange operating, the margin suddenly 


shrunk to 27.2 cents as an average for the state” (of Michi- 
gan). And in some places the dealers’ margin fell to 19.2 
cents,"* but in the case of the Minnesota Exchange a loss 
actually occurred one year, according to an investigation 
conducted by the North Dakota Agricultural College. 

If these and other cases be weighed in the balance, it is 
safe to say that some codperative associations profit by tak- 
ing over the distributive functions while others lose. If the 
potato codperative, however, is efficient it may cut the costs 
of distribution by preventing resales and consequent back 
shipments, and by performing other duties more economical 
than independents. It may also retain for itself or rather 


_ for the growers, the margins some middlemen charge where 


it takes over their functions. 


~ Conclusion 


Some potato growers’ associations have provided them- 
selves with warehouses where sufficient warehouses did not 


exist prior to their organization. Some potato growers have 


made considerable progress in standardization, yet much re- 
mains to be done in this direction in the future. Some potato 
cooperatives have made gains in reducing market risks, in 
creating demand, in distribution, and in eliminating or re- 


ducing marketing margins. But all potato growers have not 


been successful in codperation, very likely some have done 
distinctly more harm than good. Nevertheless, progress has 
been made here and there in codperative potato marketing. 
Perhaps one of the most outstanding successful potato ex- 
changes is the Eastern Shore of Virginia Produce Exchange. 
The following table shows its progress from 1914 to 1924 
inclusive: 

eee 

11 Steen, op. cit., p. 238. 
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TABLE II 
Eastern SHore oF VircINIA PropucE EXxcHANGE 2” 
1914-1924 
Per Cent 
Year Expenses * Expenses Profits Sebo 

of Sales 
101E ccd $233,180 3.9 $ 93,225 $46,612 
OT Oi. kecansyae 197,384 58 18,169 none 
ON Grccerets.s er ce 272,319 3.9 113,043 56,521 
TTY ol eee 356,946 3.3 81,767 45,178 
LOTS eae 269,990 3.1 32,756 21,628 
2112 le ea 303,601 23 107,162 61,127 
WOZO Mr. cee 555,929 2.9 19,710 } none 
TOT ee 382,786 42 48,746 43,276 
O22 Wh. Shek 364,641 3.9 56,755 38,618 
Oe Ni cs cri 389,455 B48) 45,969 31,912 
POO oes Sei 396,602 3.8 15,480 15,480 


* Including allowances, adjustments, losses, taxes, etc. Loss. 


This table indicates patronage dividends for all but two 
years during the period under consideration. This is indeed 
a remarkable showing. 

There are limitations, however, to codperative potato 
marketing in this country. Perhaps the wide area over which 
potatoes are grown offers the biggest obstacle to codperation 
in this field. It will ever be exceedingly difficult to get a 
majority of the potato growers to codperate, mainly because 
they are scattered over such a wide territory—namely the 
whole country. This being true, it is going to be exceedingly 
difficult for cooperatives to have much effect on price through 
their so-called orderly marketing. 

Nevertheless, they can have some effect on prices for 
certain brands, if the codperatives can succeed in getting con- 
sumers to prefer those brands. Along this line, some success 
has already been attained. But it is safe to conclude that 
potato growers in this country are likely to have less influence 
on potato markets than growers of products on limited areas, 
say, for example, raisin growers will have on raisin markets. 


12 Agricultural Codperation, Feb. 16, 1925, p. 10. 
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QUESTIONS AND PROBLEMS 


State the marketing problems confronting the vegetable 
growers in the United States. 

Give a report on the Southwest Watermelon Growers’ As- 
sociation. 

Contrast the Eastern Shore of Virginia Produce Exchange 
and the Michigan Potato Exchange. 

Look up the reasons why the Minnesota Potato Exchange 
suspended operation. 

Which grading method is preferable, that used by the 
Eastern Shore of Virginia Produce Exchange or that em- 
ployed by the Michigan Potato Exchange? Why? 

Describe the different methods used to finance the co- 
operative marketing of potatoes. 

What are the advantages claimed for the pool employed by 
the Potato Growers’ Association of Falmouth? 

Look up the per capita consumption of potatoes in seven of 
the leading civilized countries. Then give reasons why you 
think codperative potato associations in this country can or 
cannot increase the per capita consumption of potatoes by 
better methods of demand creation. 

Criticize: “Codperative potato exchanges will become a public 
enemy, for they will eventually fix arbitrarily the price of 
potatoes high, and consumers will consequently suffer just as 
they suffer now from high protective tariffs on food products.” 
Outline the advantages of codperative potato marketing. 


CHAPTER VI 


COOPERATIVE CREAMERIES 
History 


The eastern states are the original home of codperative 
creameries in this country. Codperative creameries first took 
root in the eastern states largely because there dairying was 
first carried on more intensively than elsewhere. The first 
significant codperative creamery movement had its beginning 
about the middle of the last century although there was an 
earlier attempt. In 1810 one Lewis M. Norton tried to 
manufacture and sell butter codperatively at Goshen, Con- 
necticut. But he soon failed and the next attempt seems to 
have been made in 1856.1 

By 1867 New York boasted of a number of successful co- 
operative creameries in a number of communities. As early 
as the eighties, the codperative creamery movement invaded 
Massachusetts. A codperative creamery was organized at 
Easthampton, Massachusetts, in 1881. Its membership con- 
sisted of forty-two patrons who subscribed for $2,000 worth of 
stock. Cream was here made into butter, then sold, and, after 
the expenses had been deducted, the proceeds were returned 
to the farmers in proportion to the amount of cream each 
farmer furnished or delivered to the creamery. This organiza- 
tion existed until 1918 when it was reorganized as a co- 
operative whole-milk association.? 

From 1890 onward the codperative movement took on wider 
and more significant aspects. By 1895 there were more than 
2,000 codperative creameries in this country, and most of 
these had been established from 1890 to 1895.2 This rapid 


1T. 8. Gold, Handbook of Connecticut Agriculture. 


2 Herman Steen, Codperative Marketing, p. 144, 
8 Ibid. 
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~ development was, in the main, the result of two factors: first, 

__ the cream separator was introduced about this time, and sec- 
ondly, creamery promotion companies were now at their apex. 
Of the latter factor more needs be written. 

It appears that a number of companies which manufactured 
creamery equipment sent out glib salesmen into many dairy 
_ neighborhoods for the purpose of talking farmers into erect- 

ing codperative creameries, in order that these manufacturing 
companies might sell their equipment to the dairymen. 
Through this promotion, about 1,500 creameries were estab- 
lished; and these represented a total investment of approxi- 
mately $7,000,000. Of this amount of money, perhaps 75 
per cent was wasted.t This colossal loss was mainly due to 
the fact that creameries were erected in localities where there 
were not enough cows to supply the concerns with a sufficient 
volume of business to operate successfully. Another factor 
that entered into the widespread failure was the inexperience 
of farmers along codperative lines. Despite these many 
failures, there were nevertheless a number of codperatives 
that survived the promotion and continued operation. 

Since 1895 the number of codperative creameries has de- 
clined nearly 25 per-cent. This slump is the result of il- 
legitimate promotion on the one hand, and the result of the 
growth of cities on the other hand. The notorious creamery 
promotion has already been mentioned and nothing further 
need be written about it. The growth of cities widened the 
fluid milk area, and this tended to detract members from 
cooperative creameries; and as a consequence many of them 
went out of existence. At the present time, however, there 
are about 1,300 codperative creameries in the United States 
and these manufacture about one-third of the factory butter 
made in this country. 


Codperative Creamery Federations 


There have been some attempts to federate local codperative 
creameries in the United States, and some have succeeded. 


4Hibbard and Hobson, “Codperation in Wisconsin,” University of 
Wisconsin Bulletin 282. 
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In 1911, the Challenge Cream and Butter Association, in- 
cluding seven codperative creameries around Tulare, Cali- 
fornia, was organized. It has a butter warehouse and sales 
office in Los Angeles. This sales agency supplies Los Angeles 
with over one-third of the butter consumed in that city. It 
gets its butter from the seven member creameries which are 
under contracts to deliver all their butter to the central sales 
agency, except that which is sold locally. 

‘In Minnesota and Wisconsin, codperative creamery federa- 
tions may also be found. The Wisconsin Codperative Cream- 
eries Association was organized in 1920. It was formed mainly 
to standardize butter, and has not gone further than stand- 
ardization. The Minnesota Codperative Creameries Associa- 
tion, organized in 1921, however, has gone beyond standardiza- 
tion. Because of this fact more attention will be given the 
latter federation. 

The Minnesota federation, now known as the Land O’ Lakes 
Creameries, Inc., comprises more than 380 creameries with a 
total membership of 80,000 dairymen.’ For purposes of ad- 
ministration and inspection, it divided the state of Minnesota 
up into districts so that each division would contain some 
forty creameries. An inspector is employed for each district, 
and, among others, his duties are to improve the quality of the 
butter made in the unit, standardize it, and develop car-lot 
shipments for the purpose of effecting economies. Each 
division is supported by an assessment of one-third of a cent 
a pound on the butter produced for sale in the respective 
district. 

While the Minnesota federation was originally formed for 
purposes of standardization, it took a further step in 1924 
and began to sell the products of its local creameries. By so 
doing it has partly eliminated competition among the local 
cooperatives, it has widened the markets for its products, 
and it has effected many savings through large scale operation. 
Very likely other federations will add the sales function in the 
near future, now that the Minnesota codperative is showing 
such splendid results. 


5 Agricultural Codperation, Nov. 2, 1927, p. 485. 
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Codperative Cream-Shipping Associations 


In a number of districts, where the cow population is 
_ Sparse, codperative cream-shipping associations have been 
established. These may be found scattered throughout Ohio, 
Indiana, Kentucky, Missouri, North Dakota, and Washing- 
ton. Ohio alone has some 64 such associations. Usually, the 
cooperative cream-shipping association is a loose organization 
of cream producers who operate a local cream station. Some- 
times, the association is affiliated with some other form of 
organization. 


Cooperative Centralizers 


In addition to these types of association, the codperative 
centralizer has come into existence in some sparsely settled 
cow districts. One of the early codperative centralizers was 
established at Aberdeen, South Dakota, in 1916.6 Since that 
date, particularly, a number have been organized in different 
states, and even in Canada. While these associations have 
difficulty in operating because the raw material is somewhat 
inferior to that supplied to local codperative creameries, 
nevertheless some of these centralizers are doing a thriving, 
successful business. 


Promotion of Codperative Creameries 


The codperative creamery movement in Minnesota is, at 
bottom, the admirable result of the activities of one man, 
Professor T. L. Haecker. He went to the University of Min- 
nesota in 1891 and at once began to advocate the codperative 
creamery idea throughout the state. He lectured on co- 
operation and established a school for butter makers at the 
State University. In these activities Professor Haecker was 
so successful that he is now known as the father of co- 
operative creameries in Minnesota. 

Such organizations as the Grange, the American Farm 


Bureau, and the Society of Equity, are likewise responsible 
EE a ee Se ee a ee ett 
6 An analysis of the business of the Aberdeen centralizer may be 


found in Agricultural Codperation, March 29, 1926, p. 189. 
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for the organization of codperative creameries. The Grange, 
for instance, established some codperative creameries in 
Oregon. The Society of Equity seems to have been one of 
the first organizations to realize the necessity of codperative 
centralizers. Under its auspices, codperative centralizers, for 
example, were formed in South Dakota, Nebraska, and 
Colorado. 

Besides Agricultural College workers, and general farm 
organizations, professional promoters have had a hand in 
starting codperative creameries. Unfortunately, all profes- 
sional promoters have not had the farmers’ interests in mind 
when they organized codperative creameries. As a result, 
many privately promoted codperative creameries have failed. 
Experience, if nothing else, may, therefore, teach farmers to 
look skeptically upon outside promoters. They may now ask 
to advantage such questions as: What are the promoter’s 
motives? What are his fees? 


Incentives to Codperation 


Farmers, of course, have felt that codperative creameries 
would be profitable or they would not have ventured into this 
field. But they had specifically certain things in mind before 
organizing codperatives. Some thought that codperation 
would open up new markets for their dairy products, others 
thought that codperation would increase prices for their 
dairy products, others thought that codperation would lower 
the freight rates charged for shipping their dairy products. 
In certain instances these objectives have been realized. 

The Codperative Creamery at Payette, Idaho, now dis- 
poses of much of its butter in California, largely because of 
the successful activities of its manager in expanding its 
markets. Mainly because the codperative creameries of Wis- 
consin have within their power to control the quality of cream 
received, they are able to turn out a better grade of butter than 
private creameries. This in turn enabled the codperatives of 
that state to pay 3 cents a pound more for butter fat one year 
than was paid by private creameries.?’ The Hutchinson Co- 

* University of Wisconsin Bulletin 270, p. 69. 
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operative Creamery Company Association paid 6 cents a pound 
higher for butter fat in 1921 than the state average price.® 
Ohio codperative cream-shipping stations, Steen says, “ ‘Have 
been able to sell their product for at least three cents above 
Chicago extras, and often higher than that. Before the co- 
operatives were organized in Ohio, the private stations were 
paying from four to ten cents under Chicago extras, according 
to local competition.’”® As much as $200,000 was saved by 
the Minnesota Codperative Creameries Association, Inc., in 
1922, through the economies resulting from the consolidation 
of shipments.?° 

The Equity Union Creamery, a codperative centralizer, at 
Aberdeen, South Dakota, one year paid the same prices as 
its competitors, and then prorated to its customers profits that 
averaged 414 cents per pound.1* Some critics, however, are 
questioning the advisability of organizing codperative cen- 
tralizers. Professor Theodore Macklin says: “The average 
profit of centralizers, being only .81 of a cent a pound of 
butter, and, since centralizer patrons produce the butter fat 
that makes only 400 pounds of butter, the possible saving is 
only $3.24 a year for each farmer, an amount altogether too 
small to make it worth while to bear the responsibility and 
risks of codperative centralizer management.” 1” But be that 
as it may, the figures cited in this paragraph and the foregoing 
one, show that codperatives in certain instances realized their 
objectives. 


Volume of Business 


There are approximately 1,3901* codperative creameries 
in the United States, distributed primarily according to im- 
portance in the following states: Minnesota, Wisconsin, lowa, 
Pennsylvania, Vermont, Michigan, South Dakota, New York, 


& Steen, op. cit., p. 145. 

9Ibid., p. 153. 

100, B. Jesness, Codperative Marketing of Farm Products, p. 54. 
11 Steen, op. cit., p. 152. 

12 Kansas Experiment Station Bulletin No. 216, p. yale 

18 Agricultural Codperation, Feb. 18, 1928, p. 53. 
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North Dakota, Washington, Ohio, Oregon, Tennessee, Illinois, 
Nebraska. 

These creameries manufacture more than one-third of all 
the factory butter made in the United States. In 1927 they 
handled dairy products valued at $250,000,000.1* Hence from 
the standpoint of business volume, codperative creameries are 
of vital significance to this country. 

From still another viewpoint, the importance of codperative 
creameries may be shown: There are here and there a number 
of creameries, or creamery organizations, producing consider- 
able butter. The Farmers’ Union Creamery, a centralizer at 
Superior, Nebraska, manufactured 1,723,000 pounds of but- 
ter in 1921. Most of its cream came from shipping stations 
within 175 miles of Superior. The Equity Union Creamery, 
another centralizer at Aberdeen, South Dakota, has about 
3,800 patrons, and produces over 1,400,000 pounds of butter 
yearly. The Challenge Creamery Company. of California sells 
enough butter to supply one-third of the people of Los An- 
geles with that product. The Hutchinson Codperative Cream- 
ery Association manufactured over 500,000 pounds of butter 
in 1921, and it paid its patrons—some 260 members—over 
$200,000 during the same year. 

From the standpoint of each codperative creamery, how- 
ever, it is important to have sufficient volume of business to 
make the enterprise a success. A codperative creamery, to be 
successful, may not be supplied with the milk of fewer than 
five or six hundred cows—the more cows the better. Pro- 
fessor Theodore Macklin has shown the importance of volume 
of business in Table III. 

These figures indicate that the larger the creamery, the 
lower the operating expenses, and the higher the profits 
realized. Costs vary also with the size of business of co- 
operative creameries in Oregon. Here as elsewhere the greater 
the volume the lower the operating cost.1® It is, therefore, 
important that codperative creameries try to secure as large 
a volume of business as possible, not only before organizing, 
fe A Sa ok ie eee 


14 Tbid. 
15 Oregon Experiment Station Bulletin 168, p. 16. 
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TABLE III 


Coépmrative Costs or Maxine Burrer In 
DIFFERENT-SIZED CREAMERIES 16 
SS — — ————— — —OOOOE—EOE—E—E———EeEeEEE—EE 

Profits per Pound for 
Butter per Creamery, Operating Cost Larger Creameries When 
Pounds per Pounds, Cents Smallest Only Pay 
Expenses, Cents 


ST ee eae 4.00 none 


Be ee, 3.40 60 
SOOO. Sia 3.00 1.00 
BOOM 2h. 2.88 1.12 
1 eee 2.66 1.34 
he 2.00 2.00 
UG ee a a 1.85 2.15 
A a ae 1.64 2.36 
OEY a Babe rk tes 1.44 2.54 


but also throughout their business career. One profitable 
way to do this is through the long-time contract. 


Assembly 


Codperative creameries receive both whole milk and cream. 
Usually the product is delivered once a week, or twice a week, 
or daily. In the winter, when the weather is cool or cold, 
fewer deliveries may be required than in the summer when 
the weather is warm or hot. This is due to the fact that the 
milk or cream keeps better in cold than in warm weather, 
and it is the keeping quality of the product that is aimed at 
in arranging for frequent or less frequent deliveries. 

There are at least three methods employed to assemble 
milk and cream: first, the patrons of the codperative creamery 
deliver individually their own product to the creamery; sec- 
ondly, the patrons take turns in delivering the milk or cream 
of a group of farmers in a well-defined district; thirdly, the 
codperative creamery sends out its own wagon or truck to 
collect the members’ product. Then, in sections of the country 
where dairying is not sufficiently developed to support local 
cooperative creameries, centralizers received shipments some- 


times by rail. 
16 Theodore Macklin, Efficient Marketing for Agriculture, p. 53. 


94 COOPERATIVE MARKETING 


The costs of assembling cream and milk vary. One in- 
vestigation indicates that the farmers in Wisconsin paid, on 
an average, 1.5 cents a pound for hauling and draying butter 
fat and butter one year, while farmers in Kansas paid 3.46 
cents.17 Another investigation gives 2.7 cents per pound as 
the cost of assembling butter fat in Minnesota.** 

The cost of assembling depends, among other things, on the 
distance over which the milk or cream is hauled, on the 
amount hauled, and on the method of hauling. Other things 
being equally favorable, the greater the distance the greater 
the physical cost of assembling the product. Other things 
being equally favorable, the larger the load, the lower the 
physical cost of assembling. Moreover, it usually costs less 
to assemble cream and milk when the farmers take turns in 
hauling or the codperative creamery sends out a truck or 
wagon to collect the milk or cream from the patrons than it 
does when the members of the codperative creamery in- 
dividually deliver their products. 

The expense of collecting the cream and milk is sometimes 
charged to the patron and sometimes entered in the cost of 
creamery operation, and in some few instances it is borne 
partly by the patron and partly by the creamery. In a co- 
operative creamery the main thing to keep in mind is that 
the assembly cost should be justly apportioned among the 
patrons, no matter what method is used; if it is not so ap- 


portioned, dissension will arise and threaten to break up the 
association. 


Standardization 


One investigation, made in 1916, shows that “the quality 
of butter has no very close relation to selling price at present. 
Advice is frequently given to creamery managers to make a 
better grade of butter, yet it must be admitted that the trade 
does not make fine discriminations with respect to quality, 
especially in butter grading around 90 and above. The higher 
grades sell for no more than medium grades. However, since 


17 Kansas Experiment Station Bulletin 216; p. 71: 
18U. S. Department of Agriculture Bulletin 690, p. 3. 
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it costs very little more to make the choicer grades, and since 
there are consumers who will pay for quality, a considerable 
margin may be made over ordinary prices by those who make 
the good quality and find the customer.” 1° 

The codperative creameries are in a good position usually 
to regulate the quality of the milk and cream delivered to 
them. As a rule they are local concerns and their managers 
have something to say about deliveries. This being true, it 
is possible for codperative creameries to turn out, and they are 
turning out, a good grade of butter. 

For purposes of standardization largely the creameries in 
Wisconsin and Minnesota federated. Other efforts have been 
put forth to raise the standards of butter. For example, the 
Hutchinson Creamery, a codperative, will not accept any sour 
milk or cream from its patrons. “As a consequence its sweet- 
cream butter sells at a premium on the market. Further- 
more, in Canada the Saskatchewan Codperative Creameries, 
Ltd., has four grades, and really sharp differences are made 
between them. Already, then, codperative creameries have 
gone a long way in standardization, but there is yet room 
for improvement along this line. 


Financing 


In the early days, a few important farmers here and there 
signed joint and several notes, and used them as the basis 
of getting loans with which to erect and equip a codperative 
creamery. They also used these notes as security to obtain 
operating capital. At the present time, however, few if any 
codperative creameries are financed in this way. The usual 
method to finance a codperative creamery is through the sale 
of capital stock in the concern, supplemented largely by loans 
from the banks based on the codperative’s securities and ac- 
cumulated surpluses. The amount of capitalization of co- 
operative creameries range from less than $5,000 to $50,000 
or more, and the par value of shares varies from less than 


$25 to $100.?° 

oe ie ee 
19 University of Wisconsin Bulletin 270, p. 69. 
20 Jesness, op. cit., p. 45. 
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Of course the codperative creamery is also partly financed 
in another way by the patrons, for as a rule they are not 
paid for their milk or cream for two weeks or a month after 
they have delivered it. In Minnesota, approximately 80 per 
cent of the codperative creameries pay their patrons monthly, 
and about 15 per cent bimonthly.2*. After expenses are met 
and reserve funds set aside, whatever is left is generally pro- 
rated back to the patrons in proportion to the amount of 
cream or milk they deliver to the company. 

The modern methods of financing codperatives are prefer- 
able. This is true because it is bad business to sign joint and 
several notes. It is an unlimited liability plan which is not 
often attractive to Americans. Besides, there is now no good 
reason why a cooperative creamery cannot be financed on 
the same basis as a corporation—if the former is funda- 
mentally sound. And if the codperative is not financially 
sound it has no business to be in existence. While formerly 
bankers mistrusted codperatives, at present this lack of con- 
fidence is not very prevalent. Hence there is less need for 
individual farmers to sign joint and several notes to procure 
financing funds for coéperative creameries than in the early 
day of the codperative movement. 


- Risk-Taking 


At the present time most codperative creameries act 
primarily as manufacturing concerns rather than selling 
agencies, and as a result, the risk-taking function is some- 
what limited. When, however, a codperative creamery does 
act as a selling agency, it usually pools receipts from sales 
each month. By so doing, market risk is partly met. If 
codperative creameries were to take over the storage function 
and selling function more generally, there is no reason why 
these concerns could not handle the risks incident to market- 
ing as well as private concerns. In fact, if the codperative 
could control a large volume of business and interpret market 
news accurately, risks might be reduced appreciably, for the 
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21U. S. Department of Agriculture Bulletin 690, p. 5. 
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markets could be fed butter more orderly than they are at 
- the present time. 


_ Transportation 


Codéperative creameries, centralizers, and cream-shipping 
stations have been able occasionally to reduce transportation 
charges by shipping their products in relatively large lots. 
Mention was heretofore made of $200,000 being thus saved 
by the Minnesota Codperative Creameries Association, Inc. 
Volume may thus give the codperative an advantage over the 
private company. 


Demand Creation and Distribution 


The codperative cream-shipping stations in Ohio usually 
sell their cream to centralizers on a contract covering several 
months. Ordinarily, it is sold by bid by a sales committee. 
Then after operating costs—which range from 114 to 3 cents 
per pound—have been deducted from the receipts, proceeds 
are pooled and paid to the patrons. 

In Minnesota, Wisconsin, Oregon, and elsewhere, it is gen- 
erally customary for each independent codperative creamery 
to sell its own butter.22. The butter is actually sold by the 
secretary of the concern or the butter maker. Some cream- 
eries in Minnesota consign or sell outright their best grades 
of butter in New York and Philadelphia, and their lower 
grades of butter in Minneapolis or Chicago. As a rule, the 
cooperative merely takes the prevailing prices offered them 
or their representatives. They then pay their patrons the 
prevailing prices, less the costs of manufacture and sale. 


Summary and Conclusion 


The codperative creamery movement in this country is more 
than seventy-five years old. It suffered a decline about 1895 
because of illegitimate creamery promotions and an increased 
demand for whole milk. At the present time, however, there 


are more than 1,300 codperative creameries in the United 
EERE Tsai pcs Rear a is en) 

22'This was true in Minnesota until February, 1924, when the Land 
O’ Lakes Creameries, Inc., began to market butter. 
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States; 2° these manufacture about one-third of the factory 
butter produced in this country. 

There are independent codperative creameries, federations 
of local codperative creameries, codperative cream-shipping 
associations, and codperative centralizers transacting business 
in the United States. Perhaps the independent codperative 
creameries are the most numerous of all. 

As manufacturing plants, the codperative creameries are 
relatively efficient agents. Figures tend to show, however, 
that the size of the volume of business of a codperative de- 
termines in a large measure its degree of efficiency. Other 
things being equally favorable, the greater the volume of 
business of a codperative, the lower are its costs, and the 
higher are its profits. 

The advisability of establishing codperative centralizers has 
been questioned. It is pointed out that the members of a 
cooperative centralizer are scattered, and that they cannot, 
therefore, come to know one another very well, and that the 
product produced is somewhat inferior to that of the in- 
dependent codperative creamery. These factors tend to limit 
the success of the undertaking. Actual figures have also been 
presented to show that some centralizers—those owned by 
farmers—have made comparatively small profits. Neverthe- 
less, a few codperative centralizers are making headway. 

Federations of local codperative creameries have sometimes 
failed and sometimes succeeded. In most cases the federa- 
tion has existed primarily for standardization purposes. In 
Minnesota and Wisconsin, federations are making substantial 
progress at the present time. 

The chief objectives of the codperative creamery movement 
have been thus far: (1) greater standardization; (2) wider 
markets; (3) lower shipping charges; and (4) higher prices. 
Instances have been pointed out where all these aims have 
been attained. However, so far codperative creameries have 
demonstrated that they are primarily strong as manufacturing 
plants, but weak as sales agencies. 


28 Agricultural Codperation, Feb. 18, 1928, p. 53. 
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They rarely try to feed the markets in an orderly manner, 
but are content merely to take the prevailing market prices 
for their butter. However, in some states the codperative 
creameries could, if they would, federate into sales agencies 
and have a real place in the marketing world. This is true 
because in some states the codperatives own a large share of 
the butter volume. If such sales agencies were perfected they: 
could store butter, have butter representatives in the leading 
markets, and gradually supply the markets. Such a practice, 
it is believed, would net the farmers more money than the 
present system. 

What, then, are the difficulties preventing such federations? 
In the first place, local butter makers, and secretaries who 
sell the butter, would oppose sales federation because these 
functionaries would have their sales duties taken away from 
them. In the second place, the butter in all these creameries 
is not sufficiently well standardized to make a sales federation 
as practicable as it might be. In the third place, some sales 
federations have failed, and the patrons of the independent 
codperative creameries, knowing it, fear federation on that 
account. In the fourth place, simple inertia is a stumbling 
block to federation. In the fifth place, it is quite possible 
that leaders are wanting. However, it is possible that a move 
is already made in the direction of establishing sales agencies. 
In some states, as already noted, federations to standardize 
the products have been formed. It may be that they will 
develop later into sales agencies like the Land O’ Lakes 
Creameries, Inc. 


QUESTIONS AND PROBLEMS 


1. Give the causes for the development of codperative creameries 
in this country. j 

2. Why have codperative centralizers had difficulty in operating ? 
Se EERE 

24The experiences of the Minnesota federation, which began to 
market butter in February, 1924, would tend to lead one to this con- 
clusion. It has been most successful, reaching down into Wisconsin. 
and even as far out as the Pacific Coast. 
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What obstacles stand in the way of federating cooperative 
creameries ? 

Enumerate the advantages of codperative creameries. 

Report on the methods employed by the Land O’ Lake Cream- 
eries, Inc., to improve the quality of dairy products. For 
reference see Agricultural Codperation, April 12, 1926, p. 160. 
If you were a manager of a codperative creamery, what pro- 
cedure would you follow if your competitor, in order to drive 
you out of business, were to raise the price of butter fat 
disproportionately high at competing points and lower it dis- 
proportionately low at noncompeting points? 

Other things being equally favorable, would a codperative 
creamery organized in times of prosperity have a better chance 
to succeed than one organized in times of depression? [If so, 
why? If not, why? 


CHAPTER VII 
COOPERATIVE CHEESE FACTORIES 
History 


The codperative manufacture and marketing of cheese is, 
perhaps, one of the oldest forms of codperation in the United 
States. Codperative attempts to market cheese date back 
more than a century. In 1810 farmers unsuccessfully tried 
to sell cheese codperatively. It was not till 1841 that co- 
operation in this field began to spread and began to succeed. 
Even then the form of codperation along this line was quite 
unlike that which we have to-day. 

In the early days cheese was largely manufactured on the 
farm. Indeed, it was not until the middle of the nineteenth 
century that cheese factories sprang up. Prior to the cheese 
factory, codperation was embodied in the form of cheese 
rings. A half dozen or more farmers took turns in manu- 
facturing their milk into cheese. It was not long, however, 
until one farmer showed greater skill in manufacturing cheese, 
and it was then that he was given the regular task of manu- 
facturing for all the others. Out of this early beginning 
likewise grew the practice of selling the cheese by cheese 
makers. 

It is rather hard to tell just where the first “cheese rings” 
grew up, but it is said that Wisconsin is the original home. 
At any rate, in 1841, A. Pickett established a successful 
“cheese ring” at Rock Lake, Jefferson County, Wisconsin. 
He and a few neighbors had about thirty cows which were 
pastured together, and milked in Pickett’s yard. Records 


1 According to W. W. Owens there was also a large successful co- 
operative cheese dairy established by Hansens near Collinston, Utah, 
in 1868. 
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were kept of the milk each farmer contributed to make the 
cheese. Then in the fall of the year the cheese was distributed 
on the basis of the milk contributed by each owner. It ap- 
pears that the “ring” was a decided success.’ 

Upon the heels of the “cheese rings” came the cheese fac- 
tories. One Jesse Williams, it is said, operated the first co- 
operative cheese factory in the United States. It was sbuilt 
in 1851 in Oneida County, New York. The success of this 
venture lured many others into the codperative field to estab- 
lish cheese factories. Not long thereafter cheese factories 
could be found in New York, Vermont, Pennsylvania, Ohio, 
Wisconsin, Illinois, Michigan, and elsewhere. And it is in- 
teresting to note in passing that up to 1870 practically all the 
cheese factories in the country were codperative.? From this 
early date codperative cheese factories, like independent ones, 
have grown in number. Now, however, less than one-third 
of the factory cheese produced is made in codperative cheese 
factories. 


Cheese Federations 


In at least three states, codperative cheese factories have 
attempted to enlarge their profits by federations. In Wis- 
consin there is the Wisconsin Cheese Producers’ Federation; 4 
in Oregon, the Tillamook County Creamery Association; and 
in Minnesota, the Minnesota Cheese Producers’ Association. 

In 1913, the cheese producers of Wisconsin, under the leader- 
ship of H. Krumrey, formed the Sheboygan County Cheese 
Producers’ Federation. The association built a warehouse 
and set up a sales agency. Great difficulties were encountered. 
The cheese makers opposed the organization, mainly because 
it took away their marketing functions. The cheese dealers 
and their agents as well as the packers also fought the 
organization, largely because it was codperative. Neverthe- 
less, the farmers persisted, and finally succeeded. 


2 Lester Oosterhuis, Wisconsin County Magazine, February, 1922. 

8 Herman Steen, Codperative Marketing, p. 157. 

*A detailed account of this federation may be found in Wisconsin 
Department of Markets Bulletin VI, No. 5. 
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About eight years later, namely, in 1921, the Wisconsin 
cheese producers organized a Farmers’ Board at Plymouth 
that functions not unlike the private Plymouth Cheese Ex- 
change. Many buyers patronize both boards. For Long- 
horns, Squares, and Americans, the farmers’ quotations rule, 
whereas for other kinds of cheese, the old board’s quotations 
rule. 

The Tillamook County Creamery Association was formed 
in 1909 through the federation of nine farmers’ cheese factories. 
It was organized for the purpose of improving the quality of 
the cheese produced, and for the purpose of acting as a sales 
agency. Carl Haberback, a young lawyer, was the leading 
figure in the organization. He also became the secretary and 
salesman of the association. At the present time twenty-five 
of the twenty-nine Tillamook cheese factories are in the 
federation. 

Recently, a group of cheese factories in Minnesota have 
established a central marketing agency. It is known as the 
Minnesota Cheese Producers’ Association and is capitalized 
at $51,000. 


Promotion of Codperative Cheese Factories 


It seems as if the farmers and a few outstanding leaders 
should be given credit for starting codperative cheese factories. 
Organizations like the Grange, Farmers’ Union and Farm 
Bureau do not seem to have extensively participated in the 
organization of cheese factories as they have in the organiza- 
tion of some other coéperatives. Neither do agricultural col- 
leges seem to have had much to do with organizing co- 
operative cheese factories. In passing, considerable credit in 
this field should be given to Haberback of Oregon and Krum- 
rey of Wisconsin. Both have had much to do with federating 
local codperative cheese factories. 


- Some Business Practices of Codperative Cheese Organizations 


All coéperative cheese factories are alike in that they re- 
ceive the milk delivered by the patrons to manufacture into 
cheese, but they may be quite unlike in other respects. For 
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instance, some organizations are stock companies, and others 
are nonstock concerns. In some cheese factories the savings 
are prorated on the basis of milk delivered and in others, 
divided on the basis of capital stock. Some few codperative 
factories have the members bound to them by written con- 
tracts, but most of them have no such formal agreements with 
their members. 

The factory cheese, moreover, may be sold by the patron 
or by the cheese maker or by a codperative sales agency. The 
sales agency ordinarily consists of a federation of local cheese 
factories. To exemplify: the plan of organization of the Wis- 
consin Cheese Producers’ Federation ° consists of local cheese 
factories, some codperative, some private. Each factory has 
one membership in the federation and is entitled to one vote. 
The locals are under contract to deliver their cheese to the 
association for sale. 

The federation of cheese factories can undoubtedly market 
cheese to better advantage than any local factory. The 
Tillamook federation tends to prove this statement, and so 
also does the Wisconsin federation. But of course this is to 
be expected because the federation can employ better sales- 
manship methods than the local factory, and because the 
former handles a larger volume of business than the latter. 


Savings Effected by Codperative Manufacture and Sale 


The early “cheese rings” saved labor, and turned out a 
higher grade product than individual farmers. Present-day 
savings in the codperative marketing of cheese, however, have 
come from federations. The Wisconsin Cheese Producers’ 
Federation “in its ten years of operation was able to reduce 
expenses to less than one-half their former proportion, cutting 
them from the figure of 8 per cent of sales to 3.43 per cent 
of sales. This resulted in a saving to the farmer of 4.57 cents 
on each dollar’s worth of cheese sold. In this case the actual 
cutting of costs amounts to more than four times the ordinary 


5 Now called the National Cheese Producers’ Federation. Agricul- 
tural Codperation, Sept. 1, 1928, p. 347. 
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rate of net profit in the cheese business, representing 1 per 
cent of sales.” ¢ 

The following table also shows gains in price made by the 
Tillamook cheese producers: 


TABLE IV 
TILLAMOOK INCREASED Prices BY Improvine Services? 


Net Amount*| Net Amount * 

2 Tillamook Tillamook 
Pounds eetebha Cheese Sold Cheese Sold 

Year of Cheese below Wiscon-| above Wiscon- 


Wisconsin 


Sold Roe fet sealer Hi yPries 
Tin 4 (Cents per (Cents per 
Pound) Pound) 

OTS 2. 8 4,043,875 15.09 3.30 

DOIG) «2. 4,335,817 17.57 2.81 

OA i icctie ls 4,974,328 24.09 2.57 

LB Oe. si 6 5,036,900 27.05 2.68 Kee 
O19 6,091,259 30.11 wee 29 
1520) ea. . 6,436,600 25.71 48 1.92 
A Sar 6,722,893 18.02 - Tecas 3.04 
OO vic sco 6,615,957 19.34 ere 4.45 
noes. te, 7,113,076 23.32 At ee: 1.18 


* Net Amount means that the difference in freight rates has been eliminated. 


These price advantages made by Tillamook are consider- 
able as will be noted. Such results, it is believed, may be 
attributed in the main to the improvement of the marketing 
services of the Tillamook association. 


~ Membership and Volume of Business 


About one-fourth of all the factory cheese is made in co- 
operative cheese factories in the United States. The mem- 
bership of these associations varies appreciably, although 
most of them have fewer members than fifty per cheese fac- 
tory, as will be noted in the following table: 


ee mmmmen: 
6 Annals of the American Academy of Political and Social Science, 


January, 1925, p. 213. 
7 Tbid., p. 215. 
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TABLE V 


DIstRIBUTION oF CoOPERATIVE CHEESE FacroriEs BY MEMBERSHIP 
Group, Marcu, 19248 


Membership N: umber of 

Group Factories 
Qh ori fewer, cnisaet eee eel ane oe a eens 149 
BOOP TEWEr faces t.ofinta wid pieke hte eo dee steele 297 
SL: 17d Os scx on aetna = vee nes eee ete 33 
TOL t0d OO oe Skee ene ee ee ae et > 9 
151 to) 200. seis Cal aetna ie nes ots il 1 
201 to 250.3. ag en a ae oe ote ano cid eaetie 3 
QOL AO 7 BOO Be peels aay eo reaee ines: des: doy eae ee 0 
S01 to SbOiare ae ee Pppaishs ST hh at AS AC. Lc 0 
B51 toe 400) eh EP ists ened ete + tele 1 
AQT 60> ADO CHERIS 2 cick, ca icteters cee elem eee ice 0 
451 “to: B00: sao Gs ae oe eee 0 
over: 500 Seesei-.23 Steen ee ae eee 3 
TOTAL: dv. ee Rie canals tees en ee 496 


The importance of codperative cheese factories might also 
be shown from another viewpoint, namely, volume of busi- 
ness. In 1922, 328 codperative cheese factories reported their 
volume of business to the United States Department of Agri- 
culture. Most of these associations, as the following table 
indicates, had a business of less than $40,000 in 1922. One 
reason that the volume of business of most of the respective 
cheese factories was below $40,000 was the cost of trans- 
portation. It does not pay to haul milk or transport it rela- 
tively long distances. Hence, instead of incurring an addi- 
tional expense for hauling milk over a wide area, cheese fac- 
tories may be set up here and there throughout the territory. 
Another reason may lie in the fact that codperation often 
succeeds best if it is confined to restricted areas. This is 
true in the main because the codperators are usually better 
acquainted in a small area than in a wider one—ordinarily 
it takes a close acquaintance between men for them to suc- 
ceed cooperatively. 


8U. S. Department of Agriculture Bulletin 1302, p. 36. 
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TABLE VI 


Co6prrative Cuesse Factorres CGrouprp AccorpInc to AMOUNT 
oF Business TRANSACTED IN 1922 29 


Number of 

Group Associations 
RCO OUR URCEL fede. 666 be kes cases de0e ct 109 
Sto OOo are eeu. ses. , 120 
CAMELS TT 9 | a a a rrr 56 
athe OR MEACOUSTCUR(MAY oe ge ok oe get Meh 21 
PSE UN ce SIU) soe ccs scdessssvelecre 9 
PROLOOU MG; SEQ0 000. 5 bess eee Pec sas 1 
LEW OMIA OU! bets ice oc kk sah has tees 4 
EAL OO SLOOLO \acea.c< tsssciiswc.ckiey obs 6 vib al 
BUM EG SES an wah s'as0'e ss no oie alerss ce at 
BESe OWN CC SoUENOO 8G cicrarete bec bo hole wales 2 
Sour, OO to $300,000 oT las es ve cea eos 5 
SOUR Wi etc Bi ta eet oe aio dh cs ad ests Pa en. i'd ie ahariey yetevert 328 


In this connection it may be interesting to note the growth 
in volume of business of the main codperative cheese federa- 
tions. In 1914 the Wisconsin Cheese Producers’ Federation, 
of which there were 45 cheese factories, handled 6,125,480 
pounds of cheese that was valued at $875,941; in 1923 it 
had over 175 member factories that handled 24,602,795 
pounds of cheese that was valued at $5,959,416; and in 1927 
it handled 35,650,849 pounds of cheese that was valued at 
$8,553,483. In 1914 the Tillamook County Creamery Asso- 
ciation made 3,694,458 pounds of cheese which sold for $568,- 
395; in 1923 it made 7,113,076 pounds of cheese which was 
valued at $1,884,689; and in 1927 it manufactured 7,285,141 
pounds of cheese which sold for $1,755,557. These figures 
indicate among other things that the two federations have 
been gaining ground since 1914.*° 

Still another set of figures in these federations may be in- 
teresting, for it shows that the Tillamook federation has for 
a time been able to procure higher prices for its product than 
eer ie ee Oe eee 


9 Tbid., p. 42. 
10 [bid., p. 73-4; Agricultural Codperation, March 3, 1928, p. 81. 
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the Wisconsin codperative. Here are the average prices for 
the two associations, as will be noted, from 1919 to 1923 in- 
clusive. The Wisconsin federation received a lower average 
price for its cheese than the Tillamook federation. Why has 
the Oregon codperative had the edge on the Wisconsin co- 
operative? 
TABLE VII 
Comparison oF CHEESE Prices BY FEDERATIONS 11 


Average Price per Pound, Cents 


Year 


Wisconsin Cheese Pro- Tillamook County 
ducers’ Federation Creamery Association 
ONO hs eet d etal pecs 30.10 32.40 
OZ Wei Malena ls 2 25.71 29.63 
LOD tell, ware eae 18.02 23.06 
£1024) JER CRS Rate Me 19.23 25.79 
ODS ret ta meee 22.62 26.50 


In explaining the reasons for the Oregon price advantage, 
one must first note that the Tillamook producers are operating 

in a cheese deficit area, whereas the Wisconsin producers 
are operating in a cheese surplus district. The Tillamook co- 
operative therefore has an advantage in transportation rates. 
But this advantage would not account for more than half 
the difference; hence to other factors we must look to explain 
the other part of the difference. The other factors are prob- 
ably quality and selling methods. It is believed that the 
Oregon federation has better methods of creating and holding 
fast demand for its product than the Wisconsin federation. 
The price difference then is perhaps the result of differences 
in transportation rates, differences in the quality of the 
cheese, and differences in selling methods. 

From the standpoint of business volume, codperative cheese 
factories, then, are important functionaries in our marketing 
system. But of course the relative significance of these 
cheese factories varies geographically. The following states 


ES eS Re Se 
11U. S. Devartment of Agriculture Bulletin 1302, p. 73-4. 
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have the codperative lead in this field: Wisconsin, Minnesota, 
Oregon, North Carolina, Ohio, Illinois, and New York. The 
discussion will now be directed toward the ways in which co- 
operative cheese factories perform their marketing functions 
in order to point out more definitely some advantages in this 
cooperative field. 


_ Assembly of Milk 


Milk is delivered to cheese factories by the patrons, in- 
dividually and codperatively. Sometimes farmers take turns 
delivering the milk to their cheese factories, and sometimes 
they hire a man to perform this function regularly. Either 
method is ordinarily cheaper than the method of individually 
delivering the milk to the cheese factories. At other times 
the cheese factory sends out a man and wagon or automobile 
to gather the patrons’ milk along established routes. This 
practice is also preferable to the method of individually de- 
livering the product to the codperative, mainly because it is 
generally less costly. The cost of assembly depends primarily 
upon the distance covered, the condition of the roads, the 
volume of milk hauled, and the method of hauling the milk. 
If a private concern assembles as much milk per load as a co- 
operative, there appears to be no reason why it cannot as- 
semble as cheaply as a codperative, if other things are equally 
favorable. 


Grading, Standardization, and Storage 


The Wisconsin Cheese Producers’ Federation (National 
Cheese Producers’ Federation) attends to the inspecting, 
grading, paraffining, and storing of the cheese sent to it by 
each local factory. Each local factory manufactures the 
cheese and ships it to the warehouses when it is convenient 
to do so. Then the federation inspects it, grades it, paraffines 
it, weights it, and sells it or stores it. By such methods the 
Wisconsin federation has improved the quality of its cheese. 
However, it has encountered an obstacle in storage. Because 
of the lack of sufficient finances the federation has had to 
sell the cheese as rapidly as possible. When the organiza- 
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tion procures more funds it will probably put more cheese in 
storage with the view of feeding the cheese markets more in 
accordance with demands. 

Turning to Oregon, the Tillamook federation has perhaps 
the best standardized cheese in the country. At any rate, its 
cheese has sold for 6 cents more per pound than the Wis- 
consin cheese or other Pacific Coast cheese. While selling 
methods may account in part for the high Tillamook price, 
nevertheless, standardization plays its rdle in the making of 
price. For some time the Tillamook people have been aim- 
ing at good quality. 

Tillamook farmers together with the Oregon Dairy and 
Food Commissioner were instrumental in passing laws which 
provided for a veterinarian to inspect the county herds for 
tuberculosis, and which provided for a dairy farm inspector. 
Next, the Tillamook County Creamery Association employed 
a cheese inspector. Cheese made in the Tillamook factories 
now has to pass his inspection before it can be labeled ‘“Tilla- 
mook” on the rind. By forcing the farmers to produce high 
quality milk, and by forcing the cheese makers to produce 
high quality cheese, the Tillamook County Creamery Asso- 
ciation has been able to standardize its product, and then 
advertise its standardized grade to advantage. 

It is believed that codperative associations of this kind can 
control the quality of the milk and cheese easier than pri- 
vate concerns. If so, herein lies an advantage of the codp- 
erative cheese federation over private companies. 


Transportation 


The advantages of codperative associations in transporting 
their cheese depends largely on whether or not they can pro- 
cure as large volume of business as a private concern. If co- 
operatives have a big volume, they can procure car-lot rates, 
and push claims for damages effectively. Because the big 
packers can ship cheese and meat products together they are 
able to procure car-lot rates and thereby effect savings. In 
order to secure like advantages, the codperative cheese fed- 
eration or cheese factory will have to ship products in car- 
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load lots, for they have no meat products to keep company 
with the cheese. Large volume of business, then, is one of 
the objectives for which codperative cheese federations may 
consistently strive. 


Financing Coéperative Factories and Federations 


_ Some coGperative cheese factories pay the farmers for their 

milk after the cheese has been sold. Such a plan of financing 
throws the burden of finances largely on the farmer. The 
farmer, in such a case not only waits for his money till the 
cheese has been marketed, but usually advances the cash to 
the cheese factory when he buys stock in it. 

The Wisconsin Cheese Producers’ Federation has followed 
two plans of financing. Up till 1921 it advanced each local 
cheese factory, upon receipt and grading of its cheese, the 
Plymouth dairy board prices. In case the cheese sold for a 
higher price than the dairy board price at the time of the 
advance, the balance, after expenses and reserves were set 
aside, was prorated to the cheese factories as a deferred 
payment at the end of the year. This plan, while it gave 
the farmers cash for their milk, made the federation exert 
extra effort to procure sufficient funds. In fact, it borrowed 
money on its own notes and warehouse receipts—and then it 
did not have enough. As a consequence its officers had to 
give their own personal notes for security for federation 
loans. Largely because of the difficulty of securing loans, 
the federation adopted in 1921 a new plan of financing. 

Through the new federation method, sales of cheese for 
each month are pooled by grades. The first installment of 
one month’s pool is paid on the twentieth of the following 
month, and the remainder on the tenth of the next month. 
Such practice gives time to dispose of almost all, if not all, 
of the cheese before making settlement to the local factories. 
While this plan does not please the farmer so well, because of 
delayed payments, it does overcome most of the difficulties 
incident to obtaining loans. 
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Risk-Taking 

The Wisconsin Cheese Producers’ Federation, as already 
noted, pools the cheese. In this way farmers are insured an 
average price. As a consequence the risk of receiving a rela- 
tively low price for a certain lot of cheese, because the mar- 
ket price is low at the time of sale, is largely eliminated. If 
this big association eventually gets in a position so that it 
can store cheese at favorable times, it may be able to feed 
steadily some markets, and thereby secure a higher average 
price for the year. That, however, remains to be seen. There 
appears to be no reason why the codperatives cannot take 
over the function of risk-taking and perform it as efficiently 
as middlemen, provided the former can secure the necessary 
funds for operation, and the managerial brains to interpret 
accurately market news. 


Demand Creation and Distribution 


Cheese is sold directly from the factory to consumers in 
and about the cheese region. Nearby consumers may go to 
the factory for cheese or they may have the milk wagon 
driver deliver it to them when he collects their milk. Cheese 
is sent by parcel post and express to distant consumers and 
dealers who make a business of buying, handling, and selling 
cheese. Considerable cheese, moreover, is sold on dairy 
boards, and directly to packers. 

The Plymouth Dairy Board of Wisconsin formerly played 
a larger role as a cheese market than it does now. It has 
been reduced in importance, largely because the farmers be- 
lieved that the buyers on the board manipulated prices. As 
a result of this belief, the Wisconsin Cheese Producers’ Fed- 
eration established a codperative dairy board at Plymouth. 
Buyers and sellers of cheese now use both boards. 

In case of a federation like the Tillamook or Wisconsin 
federation there is splendid opportunity to create demand 
effectively. In the first place it is possible to maintain stand- 
ard quality because the milk and cheese can be carefully 
inspected. In the second place few grades of cheese need 
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be pushed on the market, and ‘as a consequence more con- 
centrated effort can be put on pushing a few grades than 
many grades. These two reasons seem to be clearly the main 
causes for the high prices for which Tillamook. cheese sells. 
It may be said, then, that codperative cheese factories, when 
federated, can assume the demand-creation function very ef- 
. fectively—perhaps more effectively than private companies. 


Conclusion 


While only about one-fourth of the factory cheese is made 
in codperative cheese factories, these cheese factories are, 
largely because of concentration in certain areas, very im- 
portant. If they are operated as efficiently as private cheese 
factories, and have as large a volume of business, the costs 
of processing should be about equal in the codperatives and 
private concerns. On the other hand, if the volume of busi- 
ness is larger in the codperatives than in the private concerns, 
the former should have lower manufacturing expenses, unless 
this advantage is offset by inefficiency in management. 

There seem to be no good reasons why the codperative 
cannot take over nearly all, if not all, the marketing func- 
tions and perform them as efficiently as private concerns. In 
fact, in its performance of some marketing functions the co- 
operative seems to have a real advantage over the private 
‘company. The association usually has a better hold than the 
private concern on the farmers who supply the milk to the 
cheese factory. Hence, when other things are equally favor- 
able, the codperative may be in a position to standardize its 
product better than the private firm. The success of the 
Tillamook County Creamery Association seems to bear out 
this point. Likewise the codperatives, through federations, 
may be able to reduce the number of grades and push them 
more effectively than it may be possible for private concerns 
to do. If so, herein lies a second advantage for codperation. 

All things considered, it appears that codperative cheese 
factories are no longer in an experimental stage, but that a 
century or more of evolution has, in the main, made them 
successful business enterprises. At the present time perhaps 
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it would not be an exaggeration to say that codperative cheese 
factories in the United States are among the farmers’ most 
successful undertakings. Whatever developments will occur 
in the future will very likely tend toward more and better 
federations, because codperative cheese factory federations 
seem to have certain advantages over independent codpera- 
tive factories and private companies. 


Ne pS 


QUESTIONS AND PROBLEMS 


What are the chief advantages of codperative cheese factories? 
Why do federations of cheese factories make for economy? 
Why has the Tillamook County Creamery Association made such 
excellent progress? 


. Should the cheese maker or the patron sell the cheese of the 


local factory ? 

Ordinarily, is advertising more effective in creating demand for 
cheese than for wheat? Why? 

Under what conditions would it be best for codperative cheese 
factories to permit wholesalers to sell the product under the 
wholesalers’ private brands? 

Under what conditions would it be best for the codperative 
cheese factories to insist that their product be sold under the 
cooperatives’ brands? 


. At one time only 10 per cent of the Wisconsin cheese was offered 


for sale on the dairy boards. At that time many farmers com- 
plained that the dairy boards were subject to price manipula- 
tion. If 90 per cent of the Wisconsin cheese had been offered 
for sale on the dairy boards at. the time, would the farmers 
have had so much ground for complaint? Why? 


CHAPTER VIII 
COOPERATIVE MILK ASSOCIATIONS 


History of Codperative Bargaining Associations 


The historical discussion of codperative milk associations 
is here concerned with: (1) milk associations the prime func- 
tion of which is collective bargaining; and (2) milk associa- 
tions the prime function of which is codperative distribution 
of fluid milk. The former type of organization, treated in 
this section, is usually confined to the large city, while the 
latter type, to be discussed in the next division, is more 
prevalent in the small city. Both organizations may or may 
not take care of the surplus milk in codperatively owned and 
operated plants. 

For half a century or more attempts have been made in 
the United States to market codperatively whole milk. It 
is said that the first marketing association of fluid-milk pro- 
ducers had its origin before 1872 in the Boston district. 
This organization bargained collectively, from time to time, 
with city milk dealers. It was wholly voluntary and unin- 
corporated in form. 

From 1883 to 1889 innumerable collective bargaining asso- 
ciations were formed in the principal fluid milk districts. In 
the New York zone, 800 Orange County dairymen joined 
hands at this time for the purpose of driving a collective 
price contract with city dealers. The city milk dealers were 
not very receptive to the idea and as a result a milk strike 
was precipitated. The outcome was favorable to the strik- 
ing dairymen for the price of milk was increased a half 
cent per quart for a period of fifteen months.? The associa- 
aL SIRI ama a 


1 Herman Steen, Codperative Marketing, p. 172. 
2H. E. Erdman, Marketing of Whole Milk, p. 139. 
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tion manipulating this price was later called the Five States 
Milk Producers’ Union. 

As protests against low fluid milk prices, a number of other 
collective bargaining associations were formed about this 
time or a little later. The Boston Milk Producers’ Codpera- 
tive Union was organized in 1886; the United Milk Producers’ 
Association of Philadelphia in 1887; the Milk Shippers’ Union 
of the Northwest, covering the Chicago zone, in 1887; and 
the Milk Producers’ Union of Cleveland in 1887.3 Most of 
these organizations had checkered careers; sometimes they 
were successful, sometimes unsuccessful. It appears that the 
Boston association was the only one that consistently made 
gains, and in 1912 even it went on the rocks. In this year 
officials of the association were arrested for alleged violation 
of the Sherman Anti-Trust Law. Although no trials oc- 
curred, the allegation was mainly sufficient to dissolve the 
union. Practically, the only weapon used by these associa- 
tions was the strike and probably that is one reason why they 
failed. 

These failures, however, did not stop the dairymen. Again 
in the last decade of the nineteenth century the collective 
bargaining fever took hold. In 1896 the Philadelphia Milk 
Producers’ Union took root; in 1896 the Milk Shippers’ Union 
of Chicago was formed; and in 1897 the Northern Ohio Milk 
Producers’ Association was organized; and in 1898 the Five 
States Milk Producers’ Association, supplying the New York 
market, was planned. Besides these organizations, there were 
several other important associations established. Some of 
these codperatives had a twofold purpose: (1) to obtain 
higher milk prices; (2) to fight the tuberculin test.4 With 
varying success some of these organizations lived for ten 
or fifteen years and then went out of existence, while others 
had an earlier demise. 

Some one has said: “Success is built on failures.” If go, 
the dairymen supplying cities with fluid milk should even- 
tually succeed. For after these many failures they set them- 


8 Steen, op. cit., p. 173. 
Erdman, op. evt., p. 154. 
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selves to the task of codperating again in 1915. At that date, 
1915, there was a collective bargaining movement among pro- 
ducers of whole milk that eclipsed any other attempt in this 
country. Milk producers in and about practically every city 
of 200,000 or more inhabitants organized collective bargain- 
ing associations. They functioned mainly in driving prices 
_with city milk dealers, and in the main they were successful 
until 1919. In 1919 the condensed milk market collapsed, 
largely because of the readjustment following on the heels 
of the World War. One result of this collapse of the con- 
densed milk market was to flood the cities with surplus fluid 
milk. The increased supply of whole milk gave the milk 
dealers an advantage in price bargaining. The collective 
milk marketing associations were, therefore, confronted with 
the acute problem of codrdinating production and sales. 
Some of the organizations solved the problem partly by re- 
organizing into associations that sold fluid milk and manu- 
- factured the surplus into cheese, butter, ice cream; while 
some, without much struggle, went out of business. Others, 
however, continued in their original form, functioning wholly 
as collective milk marketing associations. A description of 
some of these associations left in the field will be given later 
on in the chapter. 


History of Codperative Distribution in the Umted States 


For over a quarter of a century dairymen, particularly 
those supplying milk to small or medium sized cities, have 
attempted to distribute milk codperatively. An early at- 
tempt of significance along this line occurred in 1899 at Erie, 
Pennsylvania. At that time some seventy dairymen fur- 
nishing milk to the Erie inhabitants organized the Erie County 
Milk Association. It was capitalized at $30,000. Each 
farmer took out $3.00 in stock for each quart of milk pro- 
duced during an average day. Some of its results are in- 
teresting. It eliminated fifty wagons, and as a consequence 
added a cent per quart to the farmers’ price. While it is 
not wholly codperative, it still successfully operates.° 


Ss a ee 
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This undertaking was followed by others until now there 
are cooperative milk distributive companies in Massachu- 
setts, Missouri, Pennsylvania, Maryland, Michigan, Illinois, 
Minnesota, and elsewhere. These organizations seem to be 
more successful where they are supplying cities ranging in 
size from 5,000 to 25,000 inhabitants. The main reason for 
this lies in the fact that for these cities the farmers can 
secure funds to control the necessary distributive equipment, 
while the distributive equipment for the larger cities is rela- 
tively too expensive for the farmers to buy and operate. 


- Incentives to Codperation 


Among the different reasons given for organizing codpera- 
tive whole milk associations might be mentioned these: (1) 
to increase milk prices; (2) to cut down the cost of milk dis- 
tribution; (3) to fight the tuberculin test; (4) to standardize 
the bases of buying milk; (5) to take care of the surplus 
milk; and (6) to advertise more effectively the food value 
of milk. 

Before codperative milk marketing associations were es- 
tablished many dairymen were of the opinion that milk prices 
were too low. By organizing, these dairymen therefore at- 
tempted through collective bargaining and strikes to increase 
whole-milk prices. Sometimes they were successful, some- 
times unsuccessful. But even when they were successful the 
law of supply and demand usually operated in their favor. 
The experiences during and after the World War demon- 
strated in a large measure the importance of supply and 
demand. During the War there was a shortage of whole 
milk and the organized dairymen had the advantage in bar- 
gaining, but after the War a surplus of milk shifted the ad- 
vantage to the dealers. Over a long period of time, then, 
prices for fluid milk will continue to be fixed in the main 
by the supply and demand. Dairymen in most cases have 
begun to realize this and as a consequence have, in many 
instances, tried to help solve the problem of disposing of 
surplus milk. 

Other dairymen organized with a view to fighting the tu- 
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berculin test. For a time some of them were successful, but 
in nearly all, if not all, the cases they finally failed to realize 
their objective. This is to be expected, for health prompts 
the enactment of tuberculin laws and health in the long run 
wins the day in this field as in others. 

Some dairymen have organized associations largely to cut 
down the costs of milk distribution. This has been a worthy 
aim; and in the main has been resultfully fruitful in the 
smaller cities. It may, also, eventually be successful in larger 
ones, for the costs of milk distribution are excessive in large 
as well as small cities. Competition keeps in operation about 
one-third more milk wagons and drivers than a unified milk 
distributive system requires. Undoubtedly the city consumer 
pays a cent or two a quart more for his milk because of 
competition among dealers than he would under a unified sys- 
tem of distribution. 

In certain instances dairymen have organized codperative 
whole-milk associations with a view of standardizing the bases 
on which milk is sold. In some places there is need for 
standardization along this line, for milk is bought variously: 
(1) on the quantity basis; (2) on the weight basis with a 
_ premium given for butter fat above a certain minimum; (3) 
with a premium given for milk with a low bacteria count; 
(4) with a premium given for milk relatively free from sedi- 
ment; (5) with a premium given for milk with a relatively 
low temperature; and (6) with a premium given for two or 
more of these factors combined. 

Other dairymen have formed codperative whole-milk or- 
ganizations in order to take care of the surplus milk found 
in the late spring and summer. This objective has been par- 
tially realized here and there through the erection or pur- 
chase of factories in which the surplus milk has been turned 
into butter, cheese, ice cream, or some other dairy product. 
Even some organizations formed purposely to raise prices 
through collective bargaining have found it necessary, as 
already noted, to attack the surplus milk problem in this 
manner. 

Still other fluid milk associations have aimed at creating 


120 COOPERATIVE MARKETING 


a bigger demand for their product. Their method has largely 
been one of educating the public up to the food value of milk. 
A number of advertising campaigns have been launched with 
this objective in view. 


Types of Codperative Fluid Milk Associations 


Based on the character of the membership, a number of 
different types of codperative fluid milk associations have 
been formed. Producers, dealers, consumers, and grocers 
have all tried codperation in distributing milk. Producers 
around the big cities have established collective bargaining 
and surplus milk associations. Some of these have been in- 
corporated and some unincorporated. Some drive collective 
bargains only, while others drive collective bargains and at- 
tempt to handle the surplus milk as well. Dairymen around 
the smaller cities have organized codperatively to distribute 
the milk to consumers or to dealers. In such instances as- 
sociations have been created for this specific purpose. Other 
dairymen have used codperative creameries as organizations 
to distribute some of their whole milk to consumers. 

A few dealers here and there have codperated in distribut- 
ing milk. One advantage of this plan is that the dealers 
may divide the territory between them and thereby prevent 
considerable duplication in milk routes. But where one 
wagon carries the milk of several dealers to distribute it in 
a specific zone complications arise. Ordinarily, too many 
different sizes of containers have to be used to meet the fluc- 
tuating demands of consumers. Such procedure is somewhat 
wasteful. Another limitation to this form of codperation is 
that it may at any time be declared in restraint of trade, and 
legally prohibited. 

Consumers have in rare instances attempted to distribute 
milk coéperatively. At Ashtabula Harbor, Ohio, there is a 
small consumers’ company that has been operating success- 
fully for a number of years. The company is owned and 
operated by Finnish laborers who also operate other codp- 
erative enterprises. This company has generally sold milk 
a cent or two under the prices charged by other plants in 
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that vicinity. Ordinarily, however, consumers have too many 
diverse interests to make this plan successful. 

Grocers and producers are trying out a codperative plan 
in Cleveland, Ohio. In this city the dairymen have estab- 
lished a bottling plant and largely own the stock in it. Here 
they process the milk that is sold to the grocery trade. Both 

parties, producers and grocers, share in the reduced costs of 
processing. After the milk has been bottled, it is taken by 
the grocers and delivered along with groceries to city con- 
sumers. One objection to this plan is that most consumers 
want their milk at certain times, and in order to supply them 
at such times, the grocers would have to make extra deliver- 
ies. This method of distribution may be quite as undesirable 
as the regular competitive marketing system. 

Of the four codperative methods, undoubtedly the produc- 
ers’ plans for codperative marketing of whole milk are prefer- 
able. This is true largely because producers are more in- 
terested in the marketing process than any other class. The 
dairyman’s business is that of production and sale of milk. 
He, therefore, would naturally give more time and attention 
to the codperative company than another. 


Promotion of Codperative Whole-Milk Associations 


With the exception of the American Farm Bureau, very 
rarely have other general farm organizations given attention 
to the codperative marketing of whole milk. The dairymen 
themselves may be given most of the credit for beginning 
and operating codperative fluid milk organizations. Here 
and there a few experts like Professor Clyde L. King of the 
University of Pennsylvania deserve credit for helping mate- 
rially the dairyman in his efforts to market his milk co- 
operatively. 


Present Status of the Codperative Marketing Movement 


At present a considerable proportion of our whole milk 
is marketed partly or wholly by codperative milk associations. 


6 Erdman, op. cit., p. 258. 
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There are about 160 codperative milk marketing and milk 
bargaining associations in the United States.’ Most of these 
cooperatives are located in Ohio, Texas, Pennsylvania, New 
York, Illinois, California, Massachusetts, Washington, Michi- 
gan, Iowa, and Vermont. These associations range from 
relatively small concerns to million-dollar companies. Some 
of them, as already noted, exist merely for collective bargain- 
ing purposes, while others handle the surplus milk in their 
own codperative plants as well. Some of these organizations 
are sufficiently important to deserve the following brief sepa- 
rate treatment. 


The Twin City Milk Producers’ Association 


The Twin City Milk Producers’ Association comprises 
7,160 members. Its net worth is $1,410,814. Its total sales 
amounted to $8,883,870 for the twelve months ending Septem- 
ber 30, 1927. In 1927 it handled 296,169,127 pounds of 
whole milk. Of this amount 51 per cent was sold in fluid 
form, 48 per cent was turned into butter, 3 per cent into 
cheese, and the remaining 3 per cent was made into condensed 
milk.® 

This organization, as the foregoing statistics indicate, not 
only sells whole milk, but also manufactures the surplus into 
dairy products. It is interesting to note what the president 
of this organization says about the methods by which a good 
market for milk and other dairy products may be secured. 
He says that the methods are: “First, conference and de- 
liberation; second, purchase; and, third, fighting. All three 
have been used in America, but the first method fortified by 
an ample bank account, is, we believe, the most satisfac- 
tory.” ® The organization has developed a group of trained 
officers and employees so that now its business, it is believed, 
is conducted with relative efficiency. 


7 Agricultural Coéperation, Feb. 18, 1928, p. 53. 
8 Tbid., Feb. 2, 1925, p. 50. 
9 Ibid., Jan. 7, 1928, p. 2. 
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The Dairymen’s League Coéperative Association, Inc., of 
New York City 


On March 31, 1928, the Dairymen’ League Codperative 
Association, Inc., had an active membership of 38,735. Its 
membership is largely distributed in New York, Pennsylvania, 

New Jersey, Connecticut, Vermont, and Massachusetts. The 

members are grouped into local associations. The League 
operates 215 milk plants and the quantity of milk now 
handled in its plants is 47 per cent of the total.?° 

This organization had gross sales in excess of $82,000,000 
for the year ending March 31, 1928. It sells fluid milk, 
cream, evaporated milk, condensed milk, butter, cheese, ice 
cream, milk powder, and casein. However, its largest sales 
are in milk and cream, for over 85 per cent of the income 
for the organization is derived from these sources. Its prod- 
ucts are sold in the United States, England, France, Ger- 
many, South, West, and East Africa, Palestine, Syria, Ber- 
muda, Peru, Cuba, and Panama. “More than 72,000 children 
in 60 schools were regularly served with League milk” in 
1924.11 In 1927 the League proposed to spend $20,000 in a 
milk education campaign in 35 New York schools.?? 


Other Codperative Associations 


The Nempa (the New England Milk Producers’ Associa- 
tion) has 20,123 members and controls over 80 per cent of 
the milk producers of five states. The members are grouped 
into local and county units. There are some 559 local bodies 
and fifty county organizations. Five or more dairymen in 
any community in the zone may form a local and three or 
more locals may form a county association. Usually the 
locals are unincorporated. Another important organization 
is the Fraser Valley Milk Producers’ Association. It has a 
membership of some 1,800 dairymen and these produce about 
90 per cent of the milk of the Fraser Valley. 


10 Jbid., July 7, 1928, p. 269. 
11 [bid., Feb. 2, 1925, p. 51. 
12 Tbid., July 7, 1928, p. 270. 
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Such figures as the foregoing show that there are some 
substantial codperatives handling whole milk. However, the 
relative strength and weakness of whole-milk associations 
may best be determined by a discussion of the ways and 
means by which the marketing functions are performed. To 
this phase of the subject, the discussion will now swing. 


Assembly and Distribution 


Members of codperative whole-milk associations usually 
either have their milk assembled at the plant by the company 
or they themselves assemble it. Sometimes the members are 
under contract to deliver or have delivered all their milk 
to the association, and sometimes they deliver their milk vol- 
untarily. In one organization, for example, the members are 
under contract to deliver all milk and cream over and above 
home needs to the company. Each morning their milk is de- 
livered to a receiving station or plant owned by the associa- 
tion. The city milk dealers are also under contract to take 
a specified daily quantity of milk and cream from this as- 
sociation. Ordinarily the dealer’s milk is delivered to him 
from shipments that arrive at the city in which he is located. 
In addition the association generally sends a small surplus 
of milk and cream for emergencies to each city in which it 
does business. Any amount that is left over is manufactured 
into dairy products in the city plant. Most of the surplus 
milk and cream of this concern is manufactured into butter, 
cheese, powdered milk, and the like, in country plants. 

The probable advantages in assemblying and distributing 
codperatively whole milk and cream lie in the size of the 
volume assembled, and the economical distribution of the 
surplus plants. A great many of these codperative milk as- 
sociations assemble in such large quantities that they may 
perform this marketing function efficiently. In some instances 
distinct economies in this field have been realized by co- 
operatives. To exemplify: the Berrien County Milk Pro- 
ducers’ Association now handles its retail business by six 
wagons, “which replaced the sixteen which formerly patrolled 
the streets under private distribution.” In Minneapolis the 
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milk drivers codperate to handle the milk sold by the Twin 
City Milk Producers’ Association. These drivers are now 
hauling over 50 per cent of the milk consumed in Minneapolis. 
The drivers have an organization in which they hold stock 
and on which they receive interest. After interest on the in- 
vestment is paid and union wages are paid to the drivers, 
whatever is left in profits goes to the customers on a pro 
rata basis. In 1922 the patrons received a refund of 5 per 
cent on their 1921 purchases. These refunds came as a great 
surprise to the housewives. 

Ordinarily it is possible for codperative whole-milk asso- 
ciations to group their producers in local and county units so 
that the producer’s milk and cream can be economically 
distributed to the plants in the country or in the city. Like- 
wise, it is often possible for codperative associations to lay 
out economical milk routes in the city where the codperatives 
distribute their own milk and cream to city consumers. In 
assembly and distribution, therefore, codperatives have some 
opportunities for economies that small competing private con- 
cerns can hardly claim. 


Standardization 


In most cases codperative associations that have their mem- 
bers under contract seem to have better control over dairy- 
men than do private concerns. This being true, codperatives 
can generally impose effective sanitary and inspection regula- 
tions on dairymen and thereby raise the quality of the milk 
produced, and even the quality of the dairy products manu- 
factured. To illustrate, the Twin City Milk Producers’ As- 
sociation reduced the volume of bad milk 50 per cent from 
1919 to 1920, and again 50 per cent from 1920 to 1921. How? 
By providing better sanitary equipment, such as coolers, for 
their county plants; by testing members’ milk on sediment 
pads; and by refusing to accept sour or dirty milk for the 
general pool. When a codperative association can thus im- 
prove the quality of the whole milk, it can, other things being 
equally favorable, turn out a better quality of finished prod- 
uct. Standardization may, therefore, be more easily realized 
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by codperative associations than by private companies, 
largely because the former organizations have better control 
than the latter over dairymen. 


Storage 


Unless codperative milk associations can. utilize storage 
space to better advantage than private concerns there is little 
merit in performing this marketing function codperatively. 
However, if codperatives handle larger quantities of manu- 
factured goods and can shift their surpluses around to better 
advantage than private companies, then economies may re- 
sult out of codperative storage. That codperative associa- 
tions are utilizing storage space better than private concerns, 
however, is problematical. The author has no comparative 
figures on this point. 


Financing 


Ordinarily codperative whole-milk associations are financed 
by issuing stocks and bonds, by withholding payments for 
milk and cream for different periods varying in duration, 
and by borrowing money. A few examples of codperative 
financing will be given. One codperative milk association 
issued common and preferred stock in order to get started in 
business. To the dairymen it sold the common stock, and 
with this stock went the privilege of voting. To the business 
men it sold the preferred stock, and this stock paid dividends 
at the rate of 8 per cent but carried no voting privilege. 
Gradually, the preferred stock was retired. 

Another codperative milk company which operates under 
a nonstock, nonprofit charter issued bonds, and many of the 
members bought them. These bonds run for a period of ten 
years. The concern sets aside a certain amount out of each 
month’s receipts, and is thereby gradually creating a sinking 
fund that will eventually redeem the bonds. Another co- 
operative issued stock for financing purposes and 80 per cent 
of this is owned by the members and 20 per cent is owned 
by the manager of the organization. 

Still another codperative association finances its operations 
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largely by deducting certain amounts each month from the 
returns to producers, and by issuing interest-bearing cer- 
tificates of indebtedness which run five years. This company 
also secures money on mortgages and on warehouse certifi- 
cates. At one time the average amount deducted from each 
milk check by this company was 16.8 cents per hundred 
. pounds. The plan of the company is a sort of revolving 
financing system, for the certificates are to be paid by de- 
ductions from future milk checks. Then, of course, nearly 
all codperative milk associations pay their members from one 
week to one month after the milk is delivered to the associa- 
tion plants. In this way, sales of milk are frequently made 
before the company has to remit to the dairyman. 

One thing codperatives may do well to watch in their 
financing; namely, the control outsiders may get in the or- 
ganization. Whenever private interests secure a large con- 
trol over codperative marketing organizations, opportunities 
for breaking up the associations are created; so also are op- 
portunities for diverting the purposes of the association cre- 
ated. In one organization, outside control through financing 
precipitated its downfall. In another association, outside 
control changed it from a service to a profit-making concern. 

At present it is almost impossible for the dairymen to take 
over the distribution of whole milk in the large cities, mainly 
because of the lack of finances. But in the smaller cities the 
dairymen have, by overcoming obstacles in certain instances, 
successfully financed the codperative distribution of whole 
milk. As codperation succeeds in this field, the dairymen 
will find it easier and easier to finance the sale, distribution, 
and manufacture of their products. Indeed, the time may 
come when the dairymen will be able to finance the marketing 
of products, at least in the smaller cities, quite as easily and 
quite as economically as private business men. 


Transportation 

Codperative milk associations may effect savings in trans- 
portation that private concerns cannot secure. Sometimes it 
is possible to group dairymen and distribute plants through 
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codperation so that milk and dairy products need not be 
shipped so far. A greater control over the dairymen by co- 
operatives than by private companies makes this possible at 
times. Then, again, in the case of a large organization like 
the Dairymen’s League Codperative Association, Inc., of New 
York, shipments from it may be made in larger amounts 
than in the case of smaller private companies. If so, herein 
lies an advantage in smaller freight charges that may be 
checked off in favor of the codperative. 


Risk-Taking 


Coéperative milk associations have attempted to take over 
market risks mainly through the pool. Some associations 
have pooled the milk by grades for a month at a time and 
given the dairymen the average price of the pool. In this 
way the association has been able to assure the dairymen 
the average market price, less expenses. 

But where part of the milk is sold as fluid and part of it 
is manufactured into dairy products, difficulties at once arise. 
In the first place, milk that is sold to city consumers gen- 
erally commands a higher price than milk that is turned 
into manufactured products. Ordinarily dairymen living near 
the fluid milk districts realize this fact, and as a consequence 
demand a higher price than the more distant dairymen are 
given. In the second place, the costs of assembly partly 
vary in accordance with distance and the dairymen located 
in the fluid milk zone ask, therefore, to have their geo- 
graphical advantage reflected in prices paid the different 
dairymen. Because of these facts, those located in the whole 
milk area demand a higher average price than that given 
the more remote dairymen. 

Some associations seek to meet the foregoing difficulties 
by pooling milk according not only to grades, but also to 
location and to the purposes to which the milk is put. Milk 
sold as fluid goes into one pool and milk sold for manufacture 
goes into another pool. Dairymen supplying the former pool 
get the average price of it after expenses are deducted, and 
dairymen supplying the latter pool get the average price of 
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it after expenses are deducted. The former dairymen, there, 
fore, get a higher average price than the latter dairymen 
because of the price variations of milk due largely to its dif- 
ferent uses. 

This pooling system, however, has its disadvantages. Too 
often the dairymen just outside of the fluid milk zone make 
_an extra effort and thereby sell, or want to sell, whole milk 
to city consumers instead of to the factory plants. To over- 
come this obstacle, one codperative milk association pays the 
remote dairymen just a little more than the average price 
of the milk that goes into manufactured dairy products, and 
the dairymen in the fluid milk zone just a little less than 
the average price of the milk sold to city consumers. By 
doing this, the association has prevented the remote dairy- 
men from selling fluid milk. At the same time it seems to 
have pleased the dairymen in the fluid milk zone. 

Another phase of risk-taking relates to the employment 
of market news properly. Some codperative managers have 
used market news to good advantage, and sold their dairy 
products at about the right times and in about the right mar- 
kets to procure optimum results, while other codperative 
managers have not been so successful in this respect. It may 
be that the managers who fall into the latter category have 
at times lost more than they have gained by assuming the 
risk-taking function. However, when and where just pooling 
takes place, and when and where market news is properly 
employed, codperatives score a real gain by taking over the 
risk-taking function of marketing. Not being handicapped 
by inadequate pooling and improper news employment, the co- 
operatives may retain the advantage of better quality goods, 
already noted; and because of better quality products, they 
may score over private concerns. 


Demand Creation 


Because codperative associations have relatively great con- 
trol over dairymen, they can standardize the product better 
than private concerns ordinarily. This being true, codpera- 
tives have a chance to create a wider and more permanent 
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demand for their products simply because they are better 
standardized. The Twin City Milk Producers’ Association 
appreciates this fact, and as a consequence it sells milk only 
on its own test. By selling milk that consistently tests the 
same, it creates a more permanent demand for its product. 

The large-scale business of some of these codperative or- 
ganizations also enables them to create demand effectively. 
For instance, the Dairymen’s League Codperative Association 
now has a volume of business of some $82,000,000 a year. 
What are its activities in demand creation? During 1924 the 
Dairymen’s League Codperative Association spent over $800,- 
000 on advertising. It ran display material in national maga- 
zines and newspapers. It used space in 223 newspapers in 
158 cities. These newspapers and magazines in which the 
association advertised had a circulation of over 13,700,000. 
Besides this, it had “over 10,000 twenty-four sheet posters 
displayed in 195 cities.” A hundred and seventy-five painted 
walls also were used in the buying sections of five large 
cities. Electric displays were employed on Broadway in 
New York City, and three-sheet posters were used at the 
New York subway and “L” stations. In addition, 31,797 
store windows were trimmed by the organization, and some 
407,343 pieces of dealer advertising were employed. For 
this advertising the expense equaled 2 cents per hundred 
pounds of milk handled.** 

But advertising is not the only method used by the league 
to create demand. The association has over one hundred 
salesmen in thirty-one states selling its products. Sales of 
dairy products also are made in Panama, Cuba, Peru, Eng- 
land, France, Germany, Africa, Palestine, Syria, Bermuda, 
and Jamaica.’* If this organization employs efficient methods 
in creating demand, it may create demand more effectively, 
more economically, than a smaller private company or even 
a number of smaller private firms. This would tend to be 
_ the case because it can (1) eliminate duplication to some ex- 


tent, (2) establish fewer brands and concentrate on them, 
SOSA TS ES et OTRAS) 
18 Agricultural Codperation, Feb. 2, 1925, p. 51; July 7, 1928, p. 269. 
14 Tbid., Feb. 2, 1925, p. 51. 
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and (3) standardize its products better than smaller private 
agencies. 


Conclusion 


Coéperative marketing milk associations have had a check- 

ered career in this country. Sometimes they have succeeded; 
_ sometimes they have failed. It appears that till recently 
relatively too much emphasis has been placed on collective 
bargaining. While it is true that temporarily some codpera- 
tives have arbitrarily raised prices by collective bargaining, 
in the main, collective bargaining has succeeded more often 
where supply and demand were its allies. Most codperative 
whole-milk associations are beginning to realize this fact, 
and as a consequence they are attempting to solve the sur- 
plus milk problem, coérdinate production and sales. By 
paying more attention to a better performance of the mar- 
keting functions and less attention to futile, arbitrary price 
setting, codperatives are in a position to make real progress 
in marketing. 

Opportunities exist for a better performance of some mar- 
keting functions by. the codperative than by private concerns. 
Through the written contract, a codperative secures a better 
control over dairymen than do private firms, and as a result 
it may derive advantages in standardization, assembly, dis- 
tribution, risk-taking, and demand creation that are hardly 
within the reach of private companies. But whether it has 
greater ability in financing and storage is problematical. 

However, even where the opportunity exists for a better 
performance of some marketing functions by codperatives than 
private concerns the codperatives may fail to “grasp oppor- 
tunity by the forelock,” because of unjust pooling schemes, 
poor management, disloyalty, a primary emphasis on futile 
arbitrary price fixing or what not.. That the dangers are 
great along these lines has been pointed out by many a co- 
operative that has run into the danger zones, and later turned 
-up a corpse. 

By and at large, the movement toward codperative mar- 
keting of whole milk has made real progress. It has grown 
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in size; more dairymen are now in it than ever before. Cer- 
tain associations have been able to pay their members higher 
prices than outsiders receive. To illustrate, the Twin City 
Milk Producers’ Association paid its members on an average 
from 25 to 60 cents per hundred more than unorganized pro- 
ducers received for a number of years. Likewise the Fraser 
Valley Milk Producers’ Association (British Columbia) has 
done better by its members than private concerns have done 
for unorganized dairymen. Experience has shown that dairy- 
men can codperate better in marketing milk than other classes 
of people. And finally, dairymen seem to recognize that it 
is better to pay more attention to a performance of the mar- 
keting functions efficiently and less attention to arbitrary 
price-fixing. ; 


QUESTIONS AND PROBLEMS 


Make a classification of whole-milk associations. 

Why have farmers organized fluid milk organizations? 

What causes contributed to the failure of whole milk asso- 

ciations? 

4. What are the social objections to milk strikes? 

5. For what purpose do some large dairymen’s associations have 
local units? 

6. Inasmuch as whole milk is a product in universal demand, what 
advantages do dairymen’s associations expect from extensively 
advertising it? 

7. A codperative association in Eugene, Oregon, at frequent in- 
tervals scores the milk furnished by its members on the basis 
of such factors as cleanliness, bacteria count, and butter fat. 
It then lists the score ratings of all members opposite their 
names on a card and mails a copy of this card to every mem- 
ber of the association. What advantages do you think the co- 
operative hopes to gain by sending the score ratings of all 
members to every member? 

8. Specifically, what economies may farmers expect from marketing 
their fluid milk codperatively? 


SESH 


CHAPTER IX 


COOPERATIVE ASSOCIATIONS TO HANDLE POULTRY 
PRODUCTS 


History 


As in other codperative movements, the Grangers were 
early pioneers in the codperative marketing of poultry prod- 
ucts. As early as 1874 the Grange attempted to market 
poultry products codperatively. It established a Poultry and 
Produce agency in Chicago. And again, like many other 
early Grange codperative enterprises, this attempt at market- 
ing poultry and eggs codperatively failed soon after it was 
started. But as in other cases the farmers learned a few 
lessons. They were taught the danger of disloyalty, the ways 
and means of which competitors break up codperative con- 
cerns, and the need of efficient, effective management. 

Until about 1916 there were few other attempts to market 
poultry products on a large scale in this country. True, a 
good many egg circles and egg clubs dotted the country here 
and there, but in the great majority of cases these were 
small and relatively insignificant. 

In 1916, the commercial poultrymen of the Pacific Coast 
turned their attention to large scale codperation with the 
hope of widening their markets and increasing the price of 
their products. Among the first organizations to take root 
was the Poultry Producers of Central California, Inc. It was 
organized in 1916 by Colonel Harris Weinstock and Aaron 
Sapiro. During the first eleven months of its existence it 
handled $2,049,000 worth of eggs at a selling expense of only 
2.41 per cent. By 1917 it had a membership of 1,000 pro- 
ducers. 

The Poultry Producers of Southern California, Inc., was 


i aren le ee 
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also launched in 1916. It signed up a membership controll- 
ing 400,000 hens in a five-year contract. Each member 
agreed to market his eggs through the association. A with- 
drawal privilege, however, was granted. By giving notice 
of withdrawal between December first and twentieth of any 
calendar year, a member could sever his relations with the 
association. 

Among the other important Pacific coast organizations 
are the Washington Codperative Egg and Poultry Associa- 
tion, the Pacific Codperative Poultry Producers of Oregon, 
and the Poultry Producers of San Diego, Inc., all of which 
are of recent development. At the present time, these big 
Pacific codperative poultry produce associations have a sell- 
ing agency, known as the “Pacific Egg Producers,” which 
markets all eggs sold outside of the localities in which each 
respective member association operates. This agency has sold 
large quantities of eggs in the East. In 1927 it sold 1,216,088 
cases of eggs for its members.” 

Still another large important codperative poultry and egg 
association is the Prince Edward Island Codperative Egg and 
Poultry Association which was formed in 1914. It acts as a 
selling agency for fifty-eight circles. These circles have a 
total membership of over 3,000 producers. Perhaps, this is 
is the most conspicuously successful codperative egg and poul- 
try organization in North America. 

Besides these large codperative marketing associations for 
poultry products, there are a great many smaller enterprises 
that deserve sketching. In 1919 the Butter and Produce 
Company of Glencoe, Minnesota, an organization dating back 
to 1894, undertook to market eggs for farmers largely be- 
cause grocers would not pay cash for eggs. It is still doing 
a thriving business. In Nebraska and Illinois since 1921, 
county-wide livestock shipping associations have been suc- 
cessfully handling poultry products in carload lots. In In- 
diana the Farm Bureau Federation launched a number of 
cooperative county associations for the sale of cream, poultry, 


2 Agricultural Codperation, July 21, 1928, p. 292. 
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and eggs. By these associations local stations are established 
to prepare the products for shipment. After the products 
have been properly graded, they are then turned over to the 
manager of the respective county organization for sale. 

As late as 1922, the Illinois Agricultural Association or- 
ganized several poultry and egg associations. These had con- 
siderable difficulty, mainly because of a small volume of 
business and because of opposition. To overcome these ob- 
stacles it became necessary to enlarge the associations, and 
to sign up members in rigid contracts. These codperatives 
are now making greater progress. 

Agricultural colleges have launched a good many egg circles 
here and there throughout the country, but perhaps most of 
them lie between the Atlantic Coast and the Missouri River. 
In addition to these codperative organizations, there is an- 
other association that deserves mention, namely, the Long 
Island Duck Growers’ Association. It was organized by the 
duck farmers of Long Island in 1906 for the purpose of 
standardizing the product and regulating the market flow. 
Its progress has been noteworthy from the beginning. 


Incentives to Codperation 


In the main, codperative efforts along the line of egg and 
poultry marketing grew out of the producer’s desire to reap 
greater profits from his business. In some cases it was found 
that grocers would not pay cash for eggs, and this practice 
was resented by many poultrymen. They alleged that the 
barter system gave the merchant an undue advantage. That 
he could boost the price of his goods and virtually force the 
poultryman to buy them, they believed also to be true. And 
that the poultryman did not have the opportunity to shop 
around from store to store under this system is of course 
a fact. The barter scheme adhered to by the merchant, there- 
fore, brought into existence a number of codperative as- 
sociations. 

The desire for greater standardization gave rise to other 
codperatives. Many poultrymen who produced a superior 
product thought that by codperating they could sell their 


136 COOPERATIVE MARKETING 


products on the basis of grade to better advantage. This 
the poultrymen thought was possible if they could only ob- 
tain sufficient volume of a certain grade to make it possible 
to advertise to the trade that a uniform quality would be 
continuously supplied. With these ideas in view, some poul- 
trymen bound themselves codperatively together by a written 
contract to standardize their product and sell it through the 
association. 

Other poultrymen have formed codperative associations 
with the hope of widening their markets. Only by shipping 
first-grade eggs in large quantities—car lots—from the 
Pacific to the Atlantic is it possible for the Pacific poultry- 
men to compete. successfully with the Atlantic poultrymen. 
This truism some Pacific Coast poultrymen have grasped, and 
as a consequence have organized a selling agency, the 
“Pacific Egg Producers,” to handle shipments which leave the 
Pacific Coast. 

A desire to regulate the market flow of the product has 
given an incentive to other poultrymen to organize codpera- 
tively. It is the belief of some that a control over the storage 
by poultrymen will enable them to feed the markets more 
gradually, and thereby prevent many gluts which otherwise 
would temporarily lower prices. This is one of the reasons 
that the Long Island duck producers have given for organiz- 
ing. Other poultrymen have deliberately set out, through 
organization, to capture the profit made by the local inde- 
pendent egg and poultry buyer. By taking over his functions, 
some poultrymen have been fortunate in realizing their aim. 


Promotion of Codperative Organizations 


A great many persons and organizations have been inter- 
ested in furthering the poultryman’s interests through co- 
operation. Perhaps the Grange was the first organization to 
busy itself with the marketing of eggs and poultry co- 
operatively in this country. As early as 1874 the Grange 
established the ill-fated Poultry and Produce Agency of 

Chicago. Since then Grange officials have aided the poultry- 
men indirectly to organize codperatively in a number of states. 
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The Farmers’ Union, the American Society of Equity, the 
Gleaners, and the Farm Bureau have also had a hand in de- 
veloping the codperative marketing of poultry products. 

Livestock shipping associations, creameries, and clubs have 
likewise been interested in this field. Along by the side of 
these organizations, the Agricultural Colleges have taken their 
part. Some say that the egg circle in this country is a con- 

tribution of Agricultural Colleges. 

While all these organizations have had their share in the 
development of codperative marketing for poultry products, 
perhaps the greatest credit for this development should go to 
the poultrymen themselves. Time and time again the poultry- 
men have taken the initiative in codperative marketing and 
have been aided only by outside forces in the organization of 
their associations. Then after many of the associations have 
been perfected, they have had to sink or swim alone, for 
usually the interest of outside organizers has lapsed after the 
mere completion of the codperative structures. That it takes 
more ability to keep a codperative association going efficiently 
than to organize it has rarely occurred to-outside organizers. 
Hence this colossal task has fallen to the poultrymen in most 
cases, and for carrying the burden they may be given the 
credit. 


Types of Organizations 


There are several types of codperative marketing associa- 
tions disposing of poultry products. First, there is the little 
egg circle, a local to which very few poultrymen belong. 
Ordinarily its volume of business is so small that the employ- 
ment of an efficient manager is next to impossible. Secondly, 
there is the county association that may be a federation of 
many locals. In this association, ordinarily size of business 
makes it possible to employ an efficient manager. Thirdly, 
there is the state association, a federation of county organiza- 
tions that makes efficient marketing probable. 

Besides these organizations, there is another of quite a 
different type, namely, the central organization. It differs 
from the others in that it includes no locals and that the 
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authority is centralized. It may be organized on a state. or 
a district line like the Pacific Coast associations. This type 
is also characterized usually by long-term contracts in which 
the members agree to sell their products through the associa- 
tion. Before such a codperative may begin business, a mini- 
mum volume of business is, as a rule, a prerequisite. Other co- 
operatives like creameries and livestock shipping associations 
sell poultry products as a side line. The creamery particu- 
larly seems to be quite convenient for this purpose, for when 
the farmers take their cream to market it is easy enough to 
take along their eggs. 


Volume of Business 


In 1926 farmer-owned associations marketed poultry prod- 
ucts valued at more than $40,000,000. Egg sales ran over 
$30,000,000, live poultry sales over $4,000,000, and dressed 
poultry sales over $6,000,000.* 

At that time there were 67 associations which were serving 
55,000 farmers. The majority of these codperatives were 
engaged in more than one activity. Live poultry, dressed 
poultry, and eggs were marketed. Five associations sold eggs 
for hatching purposes, and two specialized in baby chicks. 
Four organizations marketed turkeys and one sold ducks. 
Two associations sold primarily dairy products, but on the © 
side marketed eggs brought in by members. 

Of all the poultry products marketed in the United States 
only 8 per cent goes through codperative channels. But in 
certain sections of the country codperative associations for 
handling poultry products are particularly important. Of 
all the eggs marketed codperatively about 68 per cent is sold 
through fourteen associations located in the Pacific area. 
And 28 per cent of the total quantity of eggs so handled is 
marketed codperatively by one California association, and 
24 per cent by a single Washington codperative. Nine associa- 
tions in Missouri, one association in Utah, and eight as- 
sociations in Minnesota also handle relatively large volumes 
of eggs. 

8 Ibid., Aug. 6, 1927, p. 301. 
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| Some thirty-seven associations, located in fifteen states, 
handle most of the live poultry which is marketed co- 
operatively. Of these states, Missouri, New York, California 
and Minnesota rank among the most important from the 
standpoint of volume handled. In 1926, the thirty-seven 
associations marketed 20,000,000 pounds of live poultry, in- 
cluding turkeys and ducks. 

Codperatives also handle more than 20,000,000 pounds of 
dressed poultry. Of this amount more than 60 per cent is 
marketed by an association of duck farmers on Long Island. 
Other large dressed poultry associations may be found in 
Missouri, Washington, and Idaho. 

Canada likewise has been making strides in the codperative 
marketing of poultry products. Three codperatives alone in 
Manitoba, Saskatchewan, and Alberta market per annum 
about 90,000 cases of eggs, about 350,000 pounds of live 
poultry and 1,500,000 pounds of dressed poultry. 

If the age of the codperative poultry produce movement, 
and the nature of the business are considered, it is but reason- 
able to say that the movement has attracted a considerable 
volume of business. Codperative marketing of poultry 
products was relatively insignificant in this country a decade 
ago. In spreading out since that time, the movement has 
encountered a big difficulty in the nature of the business. 

Nearly every farmer in the country produces poultry 
products as a side line; few produce them as a specialty. It 
has, therefore, been difficult to draw enough of these small- 
seale, scattered poultry producers together to obtain in each 
case sufficient volume of business to make for success. The 
fact that codperative marketing of poultry products is more 
successful in commercial poultry districts than elsewhere 
partly exemplifies the truth of this statement. But of late 
some poultrymen have attempted to insure a sufficient volume 
of business on which to operate by signing up a minimum 
number of hen-owning poultrymen before organizing, and 
thereby they have tried to eliminate possible failure through 
insufficient volume. But how are the marketing functions 
codperatively performed? 
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Assembly 


There appear to be two methods for assembling eggs at 
local shipping points. In one the individual poultryman 
takes his eggs to the local receiving station, in the other an 
egg collector is sent out from the local shipping point to 
gather the farmers’ eggs. When eggs are sold through co- 
operative creameries, the farmers usually take their eggs along 
with their cream to the creameries. To illustrate, the patrons 
of the Glencoe Butter and Produce Company take their eggs 
with their cream to the creamery every day except in the 
winter. The Prince Edward Island Codéperative Egg and 
Poultry Association employs an egg collector who makes the 
rounds once a week to the fifty-eight egg circles composing 
this association. 

Some codperatives have written contracts dealing with egg 
delivery. To exemplify, the members of the Poultry Producers 
of Central California are contracted to deliver their eggs to 
the association. If a member of this organization does not, 
however, produce at least a case of eggs per week, he is 
advised to sell his eggs locally because the expense of handling 
so few eggs codperatively is relatively too great. Very likely 
either of these codperative plans is less expensive than the 
method followed by some local private buyers who hap- 
hazardly go about buying and collecting eggs. Either of the 
other schemes involves no waste of time in calling at homes 
where there are no eggs for sale.. However, where a private 
buyer’s business is as large and as efficiently organized as the 
codperative, he should assemble poultry produce nearly as 
efficiently as the codperative. But whatever profit is made 
out of this marketing function would of course go to the 
private buyer in the one case and to the poultryman in the 
other case. Herein lies an advantage, therefore, to the poul- 
tryman when he successfully codperates. 

At the present time the truck is coming into play in as- 
sembling poultry products. It seems to be used more for 
concentrating eggs in the rural districts than taking them to 
markets from rural districts. It is used to advantage in 
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assembling eggs from the local associations to the county or 
state headquarters. The cost of trucking varies with the size 
of the load, with the distance, and with whether or not loads 
can be transported both ways. For distances of ten to twenty 
miles, it costs from 5 to 15 cents per case of eggs. 


Grading and Standardization 


Perhaps there is no greater opportunity for the codperative 
than in the field of grading and standardizing eggs. Most 
farmers gather their eggs irregularly and market them when 
it is convenient. Often small and dirty eggs are sold along 
with the rest. Little effort is made to separate brown and 
white eggs, small and large eggs, and fertile and infertile 
eggs. Very little effort is taken to provide a clean, cool, dry 
place for the eggs. As a consequence a great many eggs are 
marketed in an unstandardized condition, the basis of the 
purchases being the “case count.” 

To get away from this haphazard method of marketing 
has been one of the aims of codperatives, and they have in 
a measure attained this objective. To exemplify: the New _ 
Providence Egg Circle of New Providence, Iowa, made an 
agreement with its members that eggs must be sorted accord- 
ing to standards. Their No. 1 eggs are marketed in Boston 
where they usually command a premium because of their 
high quality. In the fall and winter this premium frequently 
reaches as high as 15 cents a dozen. E. F. Morris says that 
this premium adds nearly one dollar per hen to his poultry 
income.* 

The big codperative egg associations of the Pacific coast 
have definite standards pertaining to quality, size, weight, 
and color. These standards have enabled them to get a good 
foothold in the East. Through the Pacific Egg Producers, 
these Pacific Coast associations are building up an excellent 
market for their white eggs in New York and other eastern 
cities. To illustrate the nature of some of the Pacific Coast 
standards, the following grading rules of the Poultry Pro- 
ducers of Central California, Ine., are given: 


4 Herman Steen, Codperative Marketing, p. 138. - 
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1. Extra eggs must average twenty-four ounces per dozen (two 
ounces each) and no eggs in the case must weigh less than 
twenty-two ounces to the dozen (one and five-sixths ounces 
each). 

2. Extra Pullet eggs must average twenty ounces per dozen (one 
and three-fourths ounces each) and no eggs in the case must 
weigh less than nineteen ounces to the dozen (one and seven- 
twelfths ounces each). 

3. Undersized pullet or peewee eggs are those that weigh less 
than nineteen ounces per dozen. 

4, All eggs in the above grades must be sound, sweet, and full, 
must be entirely white in color, must be clean and reasonably 
uniform in size and shape, and must not contain any washed 
eggs. 

5. Dirty eggs are graded as Dirty Extras or Dirty Pullets, ac- 
cording to size. They also grade as Light Dirties or Heavy 
Dirties according to the amount of dirt on them. Light dirty 
eggs can be stored if they have not been wet; Heavy Dirties 
will not keep and must be sold for what they will bring for 
immediate use. ; 

6. Checks or Chex are cracked eggs. They are graded as Baker 
Eggs, together with shrunken eggs and others that are not 
good enough in quality to go into the standard grades. 

7. Washed Eggs are graded officially as Extra Firsts and Extra 
First Pullets, according to size, provided they otherwise con- 
form to the requirements of extras and extra pullets. If not, 
they are graded according to their color and quality. At cer- 
tain times of the year they can be sold for the same price as 
the unwashed eggs of the same size and quality, but not in 
the packing season.® 


In the main, codperative egg associations have gone a long 
way in standardizing eggs, and they have profited appreciably 
because of their efforts and very likely they will continue to 
do so. This is true because of the many unstandardized eggs 
that are constantly finding their way to the markets. Such 
eggs naturally bring lower prices than the well-standardized 
eggs of codperatives. Just how long the bulk of our eggs will 
be sold unstandardized is hard to tell. At the present time 
the United States Bureau of Agricultural Economics is trying 
to establish uniform standard grades for eggs. Until it is 


’ “Suggestions on Grading and Packing Eggs,” by the Poultry Pro- 
ducers of Central California, Inc. 
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entirely successful, codperatives should continue to make no 
little sum of money out of their standardization work. 


Storage 


A number of codperative egg associations have stored their 
surplus eggs for a time of scarcity before marketing them. 
In 1921, the Poultry Producers of Central California stored 
20 per cent of its eggs. By so doing, it was able to save 
more money than if it had dumped 100 per cent of its eggs at 
once on the markets. Other associations have done likewise. 
Codperative storage, however, can be done no cheaper than 
private storage, unless the former is done on a large scale 
and more expertly than the latter. 

Of course there is the chance of gain or loss that occurs 
in estimating the proper time to put eggs in storage and to 
market them. If the codperative is successful in its estimates, 
everything gained goes to the members, whereas in the case of 
a private storage agency whatever gains accumulated would 
go to the private concern. If a codperative association is 
large enough to employ an expert manager, it may procure 
additional profit by. timely egg storage. 


Financing 


Different plans are followed in financing codperative poultry 
produce associations. The Pacific Poultry Producers, organ- 
ized in Portland, Oregon, in 1920, issued $80,000 worth of 
capital stock. This stock was divided into shares of $10 
each, but one-half of the shares were preferred and one-half 
common. The preferred stock was subject to retirement and 
was sold in the main to business men. The members of the 
association subscribed to the common stock at the rate of 
$10 for each 100 hens or major fraction thereof. Other co- 
operative organizations have raised funds for financing pur- 
poses in like manner. 

Another financing scheme is that of the pool. A number of 
organizations pool their eggs each week, and pay the mem- 
bers each week for the previous week’s eggs. The pooling 
method often gives time in which to sell the eggs before the 
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farmer is paid. But where there is not sufficient time in 
which to market the eggs before remitting to the member, 
notes are sometimes used as security on which to borrow 
money for partial financing purposes. Where the association 
has a long-time contract binding the members to sell their 
eggs through the organization, funds from banks are relatively 
easy to secure. Ordinarily the market price is paid the farmer, 
and whatever profit occurs is later distributed to the mem- 
bers in proportion to the number and quality of the eggs 
delivered by the member. There seems to be no special reason 
_ why the successful and well-managed codperative cannot 
finance the marketing of eggs about as easily and economically 
as a private agency—and whatever gain that is made by 
taking over this marketing function in a codperative goes to 
the members. 


Risk-Taking 


The codperative poultry produce association insures its 
members the average price over a certain period and for a 
certain grade through the pool. This is one way of obviating 
the danger of a low price or a high price for a particular lot 
of eggs that may be fortunately or unfortunately sold at a 
time of low or high prices. What is more, if the codperative 
manager is intelligent enough to use forecasts, he may be able 
to steady prices by more gradually feeding the markets. This 
can be accomplished partly by storage. But of course this is 
assuming that the codperative controls a large supply of eggs 
of a certain quality, otherwise his orderly| feeding of markets 
will have little if any effect on market prices. 


Distribution and Demand Creation 


The Pacific Coast egg associations have been very success- 
ful in creating demand for their product in the East. This 
they have done through a sales agency that has advertised 
successfully in eastern markets. However, they have held 
their markets largely through supplying eggs of uniform color, 
quality, size, and weight. The Poultry Producers of Central 
California, Inc., has worked up a direct trade with whole- 


COOPERATIVE POULTRY ASSOCIATIONS 145 


salers and retailers in San Francisco. One egg circle worked 
up a good trade with city clubs, fancy grocers, and the best 
class of hotels in a certain city. ‘This was made possible 
largely by the high quality of eggs that the circle marketed. 

A large codperative egg producers’ association can effect 
many economies in demand creation. (1) It can eliminate 
duplication in advertising and salesmanship to some extent. 
(2) It can afford to employ the best advertising experts and 
sales experts. In demand creation there is therefore a real 
saving opportunity for the large codperative. It will be in- 
teresting to watch the Pacific egg producers create and hold 
demand in the future, and note what savings they may effect. 


Transportation 


In well-managed and successful large codperatives there 
are generally as many economies in transporting poultry 
produce as there are economies in equally large and successful 
private agencies. Both can take advantage of car-lot rates, 
both can divert shipments en route, and both can push claims 
for damages effectively. But when the small egg associations 
are considered, the transportation economies can hardly be 
so great because of the lack of sufficient business volume. By 
some small codperative associations, however, poultry prod- 
ucts are shipped in the same cars as dairy products. In such 
instances economies in transportation may be effected. 


Summary and Conclusion 


Codperative marketing of poultry products dates back to 
1874, when the Grangers attempted to market poultry 
products coéperatively. This effort was a failure and it was 
followed by other attempts from time to time. However, 
large-scale codperative marketing of poultry products, as it 
is viewed to-day, began about 1916 in commercial poultry 
sections. This movement has made considerable progress 
until now most of the eggs produced in some commercial dis- 
tricts of the country are marketed codperatively. 

Various types of codperative organizations exist for the 
purpose of marketing poultry products. The creamery, the 
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“TABLE VIII 


Crarce ror Disrrisutinc Eccs rromM THE Propucer To THE 
ConsumEr, Expressep IN CENTS PER 30-Dozen CasE® 


Farm cost (distributive functions only) .......... $0.30 to $0.45 
EPUCKSTET (os ie reacer eo aeelere tien ciersiens cielo whys sosere efaleta tate ie 30 to 60 
Cotintry storetect awn cakes aa crete ete cits erelos 15 to. 30 
Shipper (including cases and transportation) ...... .20 to 2.10 
IROCOMV OTs sens oh etokecisg tah jo.dabe-aie Sty dca loans eile 20, to) 4%0 
NIOWDEIs a wee eh en ot wiikckes Sioa Vain ome eaelac eee cies .60 to 1.80 
ReLaller A WiGnOUb: CELVELY) ©. sc <i cogs sie eg rem 1.80 to 3.00 

AO Ce pea te 8A AA SAP OAL Le 7 Ute 0 ag of Sa $3.65 to $9.00 
IAVETASE HET,  GOZEN ei ets «ate cove cleteviombeverererstevertiets 155to .30 
Storer (ui eggs are stored) 0, essa scsi ose camels 15. to.) £00 
Delivery To CONSUMER» ac.s7. sverutea © eccuetereletene cham teen et .50 to 2.50 


livestock shipping association, and the general farmers’ organi- 
zations carry on business in the poultry products field. Be- 
sides, there are specialized codperatives. They comprise the 
egg circle, the county, district, and state federations, and the 
central organization. While each type undoubtedly has cer- 
tain peculiar advantages and disadvantages, the federation 
and central association nevertheless seem to possess more ad- 
vantages than the others, mainly because the former types 
usually have a larger volume of business. 

The objects for which codperative poultry associations 
organized are of course many and varied. Among the most 
important aims are: (1) better standardization; (2) wider 
markets; (3) elimination of barter in eggs; and (4) higher 
prices. In some cases all these objectives have been partially 
or wholly realized, while in other instances failure has at- 
tended the poultrymen’s efforts. 

It seems likely most gains that poultrymen may realize 
through codperatively marketing poultry products will come 
largely through a more efficient performance of some of the 
marketing functions. Already codperative egg associations 
have done much here and there to standardize the product, 
and effectively to create demand for it. By such activities 


6H. W. Benjamin, Marketing of Poultry Products, p. 194. 
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the poultrymen have probably reduced marketing costs on an 
average. That there is ample opportunity for further reduc- 
tion of the marketing costs of eggs may partly be shown by 
the figures in Table VIII, compiled by Professor E. W. Benja- 
min. 

These ranges in marketing costs, as will be noted, are so 
_ great that they may challenge codperatives to greater efforts 
along this line. If so, the codperatives may render even 
greater service by a more efficient performance of the market- 
ing functions in the future. 


QUESTIONS AND PROBLEMS 


1. Outline the reasons given for the establishment of codperative 
egg associations. 

2. Why are many egg circles in this country considered in- 
efficient ? 

3. For what purpose did the Pacific Coast egg codperatives estab- 
lish a sales agency? Will they be able to attain this objective 
indefinitely ? 

4. Why have cooperative egg associations succeeded better in 
commercial egg districts than in noncommercial districts? 

5. What is the preferable length of a codperative egg pool? 

6. Sometime ago the author gave a talk on the value of co- 
operative marketing before members of the Pomona Grange at 
Forest Grove, Oregon. Immediately following his speech a 
member of the Oregon Poultry Producers’ Association said: 
“T don’t think much of codperative egg marketing. Why, I 
can get more for my eggs right here in Forest Grove than the 
manager of the old ‘Codp’ gets.”” When the author asked him 
on what grounds he justified his statement, he replied: “The 
old ‘Codp’ makes me discard my bad blood rings, and these 
I can sell right here in Forest Grove, and that’s why I do 
better outside than inside. Now would you under these con- 
ditions sell to the old ‘Codp’?” Had you been the author, 
how would you have answered this farmer? 


CHAPTER X 
COOPERATIVE GRAIN ASSOCIATIONS 


Comparative Problems of Perishables and Staples 


Thus far perishable farm products have been considered in 
connection with codperation. The discussions have been cen- 
tered around the codperative marketing of whole milk, butter, 
cheese, poultry products, citrus fruits, apples, dried fruits, 
etc. Now the treatment of staple products will be given in the 
following chapters. 

The former class of goods differ from the latter primarily 
in degree of keeping qualities. Ordinarily, perishables de- 
terioriate in value more quickly than staples. This char- 
acteristic, is of course, reflected in the problems that confront 
the different classes of growers. More emphasis is placed on 
one marketing function than another according to the nature 
of the product considered. Needless to say that this fact is 
realized as the author proceeds with the discussion, but it is 
so obvious that no special attention is called to it. It is the 
specific problems that face the producers of a particular com- 
modity that are focused upon throughout the discussions. 
Now attention will be directed to grain growers and their 
efforts to solve some of their marketing problems through co- 
operation. 


Problems of the Grain Industry 


The grain farmers of this country believe that they have 
faced acute marketing problems from time to time. First,” 
many have contended that the buying margins taken by grain | 
traders are too large, that the prices paid the farmers for 
grain are too low—and have been so for many years. 

Secondly, farmers have alleged that grain buyers have | 
docked them too heavily in the past. That many grain 
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traders screened the barley from the wheat and the wheat 
from the barley and then retained the screenings without 
paying for them, was formerly an altogether too-common 
practice. 

VThirdly, grain growers resented arbitrary weights and 
measures formerly set up by certain grain dealers. In trad- 
_ing with farmers, these buyers demanded thirty-three pounds 
per bushel for oats, when the legal standard was but thirty- 
two pounds. Likewise, these dealers asked for fifty pounds 
per bushel for barley, when the legal standard was but forty- 
eight pounds in many states. 

V Fourthly, it was alleged that much grain at one time was 
purchased as low grade grain and sold for No. 1 and No. 2. 
To exemplify: a committee of the North Dakota Bankers’ 
Association reported in 1906 “among other things, that one 
elevator received 99,711 bushels No. 1 Northern wheat during 
a certain period, and sold 196,288 bushels of that grade during 
the same time. It received 141,455 bushels and sold 467,764 
bushels of No. 2 during the same time. On the other hand, 
it received 60,000 bushels more No. 3 than it shipped; while 
of No. 4 ‘no grade’ and ‘feed grade,’ although the elevator 
had purchased and stored over 367,000 bushels, it had shipped 
none nor had it any of these descriptions on hand.” The 
justice of this practice was beyond the farmer’s vision and 
standardization was demanded by him. 

/Fifthly, along about 1898, many grain farmers contended 
that the grain dealers had formed a monopoly through which 
they set the price of grain or divided the territory among 
themselves. Apparently, this charge represented more truth 
than fiction for the grain buyers did organize “Grain Dealers’ 
Associations” with the hope of such advantage. These as- 
sociations included line elevators as well as independent ones. 
One of the objectives of these associations was to drive out 
of business irregular dealers, track buyers, and ‘“‘scoopers,” 
men who would not follow the rules laid down by the dealers’ 
associations. This aim was practically attained in Illinois 
and Iowa in 1902, when the associations were at the height 
of their glory. To illustrate: in 1902, there were only twenty- 
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two “scoopers” and thirty-one dealers outside the Iowa Grain 
Dealers’ Association in Iowa. 

The method of buying was something like this. Members 

of the association received daily cards from headquarters 
instructing them as to the prices to pay farmers for grain. 
‘Where there were two or more grain dealers in a given com- 
munity, quotas were established for each dealer, and in case 
any one buyer exceeded the amount set for him to buy or 
paid for grain more than the fixed price he was fined. Into 
special funds went these fines, and they were later used by 
the associations to recompense those dealers who failed to 
obtain their allotments of grain or to finance companies to 
wage war against nonmembers, the irregulars. 
Sixthly, daily, monthly, seasonal, and geographical grain 
prices have disturbed the farmer’s mind. He cannot under- 
stand why prices of grain should vary so much from time to 
time. Nor can he comprehend the reasons why there should 
be such extreme price ranges on the same date in different 
sections of the country. To exemplify: the farmer says, “On 
December 1, 1921, there must have been artificial forces at 
work in the wheat trade; otherwise the average farm price 
of wheat on that date would not have varied, according to 
the 1921 Year Book of the United States Department of 
Agriculture, from 72 cents a bushel in Idaho to $2.08 a bushel 
in South Carolina.” 

These problems, real or imaginary, have caused the farmers 
considerable mental worry. That they should be solved has 
been the belief of many grain growers from the early seventies 
of the last century down to the present time. It is not sur- 
prising then that codperative grain marketing has a history 
filled with variety and with interest. 


Grain Selling Agencies 


About the first attempt to eliminate so-called large grain / 
margins taken by. grain dealers -was-made in,.California in 


* Another way out for the dealer who secured mare than his pro- 
portionate share of grain during a given week was to lower his price 
the next week, and thereby give his competitors the advantage. 
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1873. There and then the Grange set up an agency to sell 
grain codperatively to exporters. This experiment, it is said, 
saved the farmers $5,000,000 in 1873 and 18742 But failure 
overtook it in 1875, despite its savings. 

Along about 1874, other agencies were established by the 
Grange in many cities, including St. Louis, Cincinnati, and 
Chicago. These selling agencies received grain from local 
cooperative shipping associations and elevators, many of 
which had been formed among the farmers prior to or simul- 
taneously with the launching of the agencies. When the 
Grange declined in the seventies these ventures, however, 
passed out of existence. 

er Pricés 

Many farmers have reasoned that if speculators can hold 
grain for the future, there must be considerable money in the 
practice. Fluctuating grain prices have confirmed this belief 
in the farmer’s mind. It is not altogether surprising, there- 
fore, to find farmers attempting to get higher prices by merely 
holding grain off the market for a time. In 1873, the grain 
growers of Illinois resorted to this method. They failed.. 
In the eighties similar attempts were made by grain growers, 
and like the former one they were disastrous. 

The Grange and the Farmers’ Alliance inspired these early 
ventures of grain holding. Then the American Society of 
Equity made another attempt in 1907 to do what its pred- 
ecessors had failed to do. It advised the farmers to hold 
their wheat for $1.00 a bushel. It even signed up the farmers 
in a loose way to do this. At the time claims were made that 
in the Dakotas and in Minnesota some 30,000,000 bushels 
were pooled for this purpose. But there were no finances 
provided for the farmers with which to hold their wheat, 
and of course the pool was quickly broken up. 

Not satisfied with these many wheat-holding failures, the 
farmers again ventured out in the same way in 1920. The 
Farmers’ Unions of Oklahoma and Kansas, as well as the 
National Wheat Growers’ Association started a colossal cam- 


2 Herman Steen, Codperative Marketing, pp. 211, 212. 
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paign to hold wheat for $3.00 a bushél. While these organiza- 
tions had an advantage over the preceding ones that attempted 
to hold wheat for higher prices, inasmuch as these later as- 
sociations had better finances and more storage facilities than 
the former ones, they failed even more disastrously than any 
of their predecessors. 

Millions of bushels were pledged for future sale when the 
price topped the $3.00 mark. But needless to say, the price 
of $3.00 did not materialize. The farmers finally realized 
about $1.00 a bushel. Supply and demand and the aftermath 
of the European War were not given their due weight either 
by the farmers or by the organizers. Neither did they seem 
to appreciate the obvious fact that wheat is produced by 
many countries, and its price is constantly being reflected 
by world forces over which American growers can have little 
control. 


Farmers’ Grain Elevators 


Another method by which the grain growers have attempted 
to solve some of their problems, especially those relating to 
arbitrary weights and measures, dockage, and grain stand- 
ardization, has been through the establishment of farmers’ 
grain elevators. The Grange and Farmers’ Alliance attempted 
unsuccessfully in most cases the formation and operation of 
codperative grain elevators in the early days. 

There was, however, a successful farmers’ elevator organized 
way back in 1888 at Cedar Bluffs. It was handicapped by 
the lack of funds, the lack of previous experience, and bad 
management. But despite these difficulties it was kept alive 
mainly because competitors offered higher prices for grain 
at Cedar Bluffs than elsewhere with the avowed purpose of 
killing the codperative. The farmers knew this and de- 
termined to save it. While it suffered considerable losses from 
time to time until about 1900, it was able to pay a stock 
dividend of 500 per cent in 1908, so strong had it become.® 
It is still alive and thriving—although in a reorganized form. 


a) 


8 Ibid., pp. 196, 197. 
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At present it goes by the name of the Farmers’ Union Co- 
operative Association. 

The codperative grain elevator movement has made such 
great strides since 1902 that there are now hundreds of 
farmers’ elevators in this country. As a rule these elevators 
are stock companies owned by farmers and do business in 
about the same manner as independent elevators. The co- 
“operatives buy the members’ grain when the growers want to 
sell; clean, blend, and store it until the managers of the 
elevators think the opportune time has arrived for its sale. 
Some elevators also deal with nonmembers as well as with 
members. 

The profits made out of the elevators are paid to the 
patrons in the form of dividends. Sometimes the dividends 
are high, in rare cases as high as 500 and 300 per cent, but 
in most cases they are low, reaching down to less than 10 
per cent. Most of these early elevators were organized under 
the corporation laws, for in the early days there were no 
state codperative statutes. But since the passage of co- 
operative laws, many, perhaps most, of these farmers’ elevators 
have reorganized into real codperatives. That the farmers’ 
elevator movement as far as it has gone is successful is be- 
yond doubt. The codperative elevator has been a means of 
securing correct weights and measures, of eliminating the 
dockage evil, of standardizing grades, and of returning to the 
farmer whatever margin that would otherwise be taken by 
local grain buyers. While it alone is not responsible for our 
Federal Standard Grain Grades, the farmers’ codperative 
movement helped in a large degree in the establishment of 
such grades. 


Rederating Coéperative Grain_Elevators- 


In North Dakota and in Minnesota, the Equity Codperative 
Exchange sold stock to a number of elevators scattered 
throughout this area. Then it undertook to get the buyers 

4Tn fact, the farmers’ elevator companies now appear to have a 
dominating position throughout the grain belt. “Charts of Codpera- 


tive Marketing and Purchasing Associations, 1925,” U. 8, Bureau of 
Agricultural Economics, January, 1928. 
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to ship their grain to the exchange. But the Equity was 
unable to control its members, and the organization was 
largely a failure. 

In Kansas there is a system of elevators based upon area 
and members. Some students call it the county-unit system. 
In it, a number of farmers’ elevators, say, in a county or 
some other convenient area, are operated under one manage- 
ment. Ordinarily, the number ranges from three to twelve 
elevators to the management. The organization in which 
these elevators are combined is a corporation. It seems as _ 
if a federation of elevators has been tried in Kansas but was 
unsuccessful, and therefore abandoned. 

Very likely the grouping of elevators under one manage- 
ment offers some real advantages. In the first place, space \ p 
may be utilized to better advantage because the grain can be \ 
shifted according to elevator space. In the second place, | 
there may be advantages accruing from grading, for it is pos- 
sible to combine farmers’ individual grades in large volumes 
for sale. In the third place, it may be possible to ship in || 
larger lots, and freight charges may as a consequence be cut / 
down at times. This movement seems to be a real step in/ 
advance. ' 


. Farmers’-Commission_ Houses 


i 

i 
, 
j 
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With the hope of greater profits, farmers have also estab- 
lished a few codperative commission houses. In 1915, the 
Farmers’ Cooperative Commission Company, the first farm- 
ers’ codperative commission firm, was formed at Hutchinson, 
Kansas. It was organized by twenty farmers’ elevator con- 
cerns. Each separate company subscribed for $100 worth of 
commission stock. At present there are some eighty-five 
elevators affiliated with the Farmers’ Codperative Commission 
Company, and it is now capitalized at $65,000. The firm 
does not buy or sell on its own account, but merely handles 
grain on a consignment basis. It has seats on the Hutchinson, 
Wichita, and Dodge City grain exchanges.® 


5 See the Constitution and By-laws and Reports of the Farmers’ Co- 
operative Commission Company for further information. 


COOPERATIVE GRAIN ASSOCIATIONS 155 


In 1919 similar codperatives were established at Cleveland, 
Indianapolis, Kansas City, Omaha, and Sioux City. Perhaps 
one of the most noteworthy attempts is that of the Michigan 
Elevator Exchange. It has some 101 affiliated elevators that 
have pledged their business to it. 

Practically the only advantage of the codperative com- 
mission house plan that has thus far been realized is a slight 
- saving in commission charges. This is an effort again on 
the part of the farmers to assume the selling functions with 
the hope of getting the margin that otherwise would go to 
the middleman on the exchange. It is a revolt against the 
so-called wide margin taken by middlemen. 


From 1919 onward the formation of state and even inter- 
state pools has been the fashion with the grain growers of 
this country. The plan has become a standardized one. Fre- 
quently it is called the Sapiro system, partly because Aaron 
Sapiro, a noted attorney, has been industrious in spreading 
the scheme. 

An organization, nonprofit in form, providing for member- 
ship fees is effected. To this codperative association, a certain 
percentage of the grain farmers must pledge their grain to 
be delivered and sold through it. The contracts are written 
and run from five to seven years. Affiliated with the associa- 
tion is a subsidiary corporation that is supposed to act as a 
selling agency. Before one of these organizations may begin 
business, however, a certain volume of business in the grain 
area which the association covers must be signed up. 

To sign up the farmers quickly and effectively is a prob- 
lem, but one that has usually been solved splendidly. First, 
a meeting for grain farmers is called. At this meeting speeches 
outlining the organization and its peculiar advantages like 
“orderly marketing” and “higher prices” are given by 
“evangelists,” organizers of the first’ order. Following the 
meeting, a drive for membership is launched. In automobiles, 
influential farmers and organizers visit most of the farmsteads 
in the organization area, and get the farmers to sign on the 
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dotted line. Publications are then issued from the central 
office telling of the advantages of the organizations as com- 
pared to other concerns, and also describing the codperative 
movement. That the plan is effective none can deny. Within 
less than four years fifteen state-wide pools were formed. 

Some of these pools were later consolidated so that in 1922 
there were only eleven, in 1924 only ten, and now only nine. 
The eleven pools handled 2.5 per cent of the wheat crop of 
the country in 1922, the ten handled 3.2 per cent of the wheat 
crop in 1924, and the nine marketed 2.1 per cent of the wheat 
crop in 1927.6 In these consolidations the objective was to 
pool wheat into districts. Thus in 1921 the so-called North- 
west pool included Washington, Idaho, Oregon, Montana, and 
North Dakota, and the interstate association was called the 
Northwest Wheat Growers. In 1923 four other states were © 
added, namely Minnesota, South Dakota, Nebraska, and 
Colorado. Then the name was changed to the American 
Wheat Growers. There is also a Southwest pool which com- 
prises the states of Oklahoma and Texas. In addition there 
were independent, scattered pools formed in Arizona, Cali- 
fornia, Indiana, and Kansas. 

For these pools it was hoped to establish a national sales 
agency. However, a number of the pool organizations have 
gone out of existence. This is true of the Idaho, Washington, 
Oregon, and Arizona pools. Other organizations are on the 
verge of bankruptcy; just how long they will last is problem- 
atical. 

The promoters of these pools usually promised too much 
by way of higher prices to the farmers. We are only one of 
many grain countries, and partly because of this fact it is 
impossible to feed gradually the grain markets here, and \ 
thereby set world prices. Dissatisfaction among the growers, | 
opposition from the outside, quarrels among leaders in the 
inside, and the readjustments following the World War were 
also contributing causes to the downfall of some pools, and | 
the same causes are still a menace to the survivors. If co- | 


6 Agricultural Codperation, Aug. 6, 1927, p. 297. 
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operative grain marketing is to succeed permanently it must 
perform the marketing functions efficiently, and this fact 
organizers will do well to emphasize, instead of paying so 
much attention to other less important factors. Around these 
functions de ome igs be now swing. , 


y A ates 


It seems hard to see just how farmers can codperatively 
assemble grain more advantageously than middlemen unless 
the growers assemble in larger quantities. But of course 
middlemen may charge relatively too much for the service of 
assembly. If so, the farmers may perform the function at 
a saving to themselves if not for society. 


Grading and Processing 


Formerly the farmers undoubtedly made effective savings 
when they graded, cleaned, and mixed their grain. Those 
were in the days when grain-trading abuses stood out ob- 
viously. When and where artificial weights were imposed on 
farmers, when and where dockage was unjustly exacted from 
farmers, when and where high-grade grain was paid for in 
terms of low-grade grain the growers lost a good deal of 
money. Performing these functions themselves, farmers were 
at least assured a “square deal.” 

But now we have Federal standards which specify the per- 
centage of moisture, of foreign material, and the like that 
different grades may contain, and we also have government 
inspectors who are empowered to enforce these regulations. 
As a consequence there can be little discrimination practiced 
against the farmer as of old. Nevertheless, the fact that the 
codperative grain elevators are making profits and are grow- 
ing in number gives ample evidence that it still pays farmers 
to take over the grading and processing function. 


Storage 

By storing grain in large lots, the farmers may effect 
economies through assuming the storage function. The sav- 
ings here, however, will depend in a large measure on how 
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effectively the farmers can utilize storage space, and on how 
large a volume of business they handle.’ Professor B. H. 
Hibbard says in part: “It was found by an inquiry a few 
years ago that the cost of putting wheat through an elevator 
handling fifty thousand bushels was over 7 cents a bushel; 
while in a company handling one hundred and fifty thousand 
bushels it was under 4 cents.”® Volume of business, then, 
will be a large determining factor in the economies effected 
by the farmers who take over the storage function. 


Financing 


Grain is a staple product and the grain warehouse receipt 
is one of the best securities for loans. Codperatives have used 
it time and time again in borrowing money to finance them- 
selves. They have also procured funds through the sale of 
stock to themselves and to others. One of the favorite 
methods of the state-wide pooling company was to sell pre- 
ferred stock to business men. In this way immediate funds 
were secured from others for financing purposes. The War 
Finance Corporation has also been drawn on. And since the 
establishment of the Intermediate Credit Banks, they too have 
been used as a source to finance the marketing of grain. 
There seems to be no good reason why farmers cannot finance 
the marketing of grain as efficiently as private concerns, pro- 
vided their organizations are as efficient. 


Risk-Taking 


It must be said at the outset that no codperative grain 
organizations have been large enough in this country to feed 
grain gradually to the markets, and thereby affect market 
prices to any noticeable extent. It will be difficult if not im- 
possible for any future organizations to do this, because grain 
is a world commodity the price of which is set by world forces 
over which American farmers have little control. 

Indeed the experiences of grain growers in holding graim for 

7 At present, however, the codperative elevators in the grain belt 


appear to be afraid of storing great quantities of grain. 
®&B. H. Hibbard, Marketing of Agricultural Products, p. 319. 
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higher prices have practically all been disastrous. However, 
judicious grain pooling will undoubtedly insure the farmer 
the average price of the pool. To him, this may be better 
than the chance of getting an exceptionally high or low or 
medium price for his grain. What is more, the codperatives— 
if they have intelligent brains at the head of them—can hedge 
and thereby play as reasonably safe as the private concern 
However, it seems as if codperative elevators are not taking 
advantage of hedging to any great extent. In one investiga- 
tion made into the farmers’ grain elevator movement in 
Ohio, it was found that very few of the Ohio farmers’ ele- 
vators hedged.® Nevertheless, farmers can successfully take 
over the risk-taking functions by pooling and by hedging— 
if they will. 


cesT Ss 


Transportation 


Only by shipping grain in larger lots than private concerns 
can the codperatives effect savings in freight charges over 
private firms. But very likely the codperative ships in much 
larger lots than individual farmers, and very likely co- 
operatives push freight claims more effectively than individual 
farmers. Over the individual farmer, then, the codperative 
has the edge. Nevertheless, there are apparently but small 
gains to be secured through codperative shipments. ~ 


Distribution 


Cooperative grain marketing associations have at times 
been able to sell directly to millers, feed concerns, cereal 
manufacturers, and others. By so doing they have pre- 
vented much grain from going to the primary markets, and 
later returning to feeding grounds, to mills, and manufactur- 
ing plants. Because of shortening the route from producer to 
consumer in these instances, certain gains have accumulated 
to the farmer. Certain freight charges and resale charges 
have been eliminated and the farmer has been the beneficiary. 
eee ee eee 

9Ohio Experiment Station Bulletin 331. 
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Results and Conclusion 


The movement to market grain codperatively in the United 
States has made considerable progress. It is estimated that 
there are some 3,401 grain marketing associations in the 
country. The membership of these codperatives are dis- 
tributed about in this fashion: Kansas has 62,000 members; 
Minnesota, 51,000; Illinois, 49,000; Iowa, 47,000; North 
Dakota, 46,000; Nebraska, 43,000; Indiana, 36,000; South 
Dakota, 32,000; Ohio, 32,000; Oklahoma, 23,000; Missouri, 
21,000; and Michigan, 19,000.*° 

The farmers’ elevators alone represent an investment of 
approximately $90,000,000. Based on a ten-year average it 
is said that the annual value of the grain which they handle 
is more than $625,000,000. In addition, these elevators do a 
business in farm supplies that amounts to more than $200,- 
000,000 a year. The amount of business done in the various 
states varies, but the elevators handle easily 60 per cent of 
the grain shipped in Illinois, Minnesota, the Dakotas, Ne- 
braska, and Kansas."* 

All told, there are about 550,000 members affiliated with the 
farmers’ elevators. Per company, the average membership 
is 105.12. In Ohio, the capacity of some fifty-two farmers’ 
elevators varies from 5,000 to 60,000 bushels, the average, 
however, is 19,434 bushels.?* 

A comparison of the business done by codperative elevators, 
independent elevators, and line elevators was made by the 
Federal Trade Commission for the period from 1912 to 1917. 
In this investigation, it was pointed out that the average . 
farmers’ elevator handled 152,792 bushels of grain, the 
average independent 102,934 bushels, and the average line 
elevator 77,250 bushels. From the standpoint of business 
volume therefore the farmers’ elevator has the advantage 


10“Charts of Codperative Marketing and Purchasing Associations, 
1925,” U. S. Bureau of Agricultural Economics, January, 1928. 

11§teen, op. cit., p. 197. 

12 Ibid. 

18Qhio Experiment Station Bulletin 331, p. 159. 

14 Federal Trade Commission, Report on Grain Trade, Vol. I, p. 117. 
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of either of its competitors. The gains of the codperative 
here may amount to a considerable sum, for an investigation 
of forty Kansas elevators made during 1921-22 by the United 
States Department of Agriculture indicates that the operating 
costs varied from 1.9 cents to 7.4 cents per bushel, the varia- 
tion depending in a large measure upon the volume of busi- 
ness done—that is to say, the more grain the elevator handled 
the lower was its operating cost.2® 

Through the years that have come and gone the farmers’ 
companies have been able in most cases to pay dividends. 
In a number of cases the patronage dividends have amounted 
to as much as 5 cents a bushel.’® But the claim is usually 
made for a saving of from 3 to 5 cents a bushel.*7 Unmis- 
takably, these elevator companies have also. corrected trade 
abuses in the past as has heretofore been shown. 

The grain pools, however, have not been so successful. It 
seems as if their operating expenses have been too high. Pro- 
fessor J. E. Boyle, for example, points out that the Oregon 
pool of 2,500,000 bushels in 1922 costs 8.5 cents a bushel for 
handling, the Kansas pool of 2,335,750 bushels costs 11.59 
cents per bushel, the Montana pool of 5,693,000 bushels costs 
13.3 cents per bushel to handle, the North Dakota pool of 
3,141,000 bushels cost 13.7 cents per bushel to handle, the 
Oklahoma-Texas pool of 3,122,000 bushels costs 14.6 cents 
per bushel to handle, the Nebraska pool of 396,860 bushels 
costs 17.14 cents per bushel to handle, and the Idaho pool of 
424,000 costs 28 cents per bushel to handle. Over against 
these costs Professor Boyle pits the costs of handling grain 
in line elevators as 5.91 cents per bushel, in codperative ele- 
vators as 6.13 cents per bushel, in mill elevators as 6.65 cents 
per bushel, and in independent elevators as, 7.61 cents per 
bushel.t? About the only incomparable feature in this com- 
parison is the time element. The first costs are for 1922, 
while the second costs are for the period from 1912 to 1917. 


15 UJ. S. Department of Agriculture Yearbook, 1923, p. 126. 
16 Steen, op. cit., p. 206. 

17 Hibbard, op. cit., p. 320. 

18 Hconomic Journal, March, 1925, p. 21. 
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However, when allowance is made for difference in time, the 
pools’ costs are excessively high. 

The promoters of these pools also promised too much. They 
did not consider carefully enough the interplay of supply and 
demand, they “chattered” too much about “orderly market- 
ing.” It is impossible for the farmers to control the price of 
grain when they have in these pools only 3 per cent of the 
crop in this country. Indeed, if they pooled all the wheat 
grown in the United States, they would still have to reckon 
with the crops in other countries. 

Perhaps a better plan for the grain growers would be to 
make their local elevators the basis of a national sales 
agency.1® This plan would be more similar to the California 
citrus fruit association, which seems to be very successful. 
The local elevators could handle local problems; and the na- 
tional organization could look after the wider problems. But 
what would be gained by such an organization? While it 
might be able to feed more gradually the markets and affect 
thereby the cash grain price favorable for the farmers, it could 
not set the price of grain for the simple reason that grain is a 
world commodity. The agency, however, may be able to 
distribute grain to feeders, millers, and other manufacturers 
more efficiently than the present system, for it may be able 
to prevent some reshipments and cross shipments that now 
occur. 

If an able man were placed at the head of the agency, it 
seems reasonable that he and his assistants by utilizing grain 
information properly could sell to better advantage than the 
local elevators or the individual farmers. Undoubtedly there 
is money in storing grain for future sale in some years, just 
as there is loss in other years. There appears to be no reason 
why the farmers’ sales manager could not do as good work in 
forecasting as speculators, provided of course that this sales 
manager were equally as able as his competitors. However, no 


19The author believes that a national sales agency could effect 
some economies despite the fact that the United States Grain Growers, 
Inc., failed. The latter codperative was started at a time when circum- 


stances seemed against it; and it also had genuine defects in its 
structure. 
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great amount of money could be saved by storing, for Boyle’s 
figures seem to indicate that “the market price of wheat on 
the organized grain exchanges of the world is now an ‘orderly’ 
price, rising in the long run, and on the average barely enough 
between harvest and spring to cover the actual carrying 
charges of storage, insurance and interest.” 2° 
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QUESTIONS AND PROBLEMS 


. What problems have faced the grain growers in this 


country? 
Give the causes for geographical price fluctuations of grain. 


. How did the state Grain Dealers’ Associations attempt to 


control the grain trade? 


. Why have farmers’ companies had little success in holding 


grain for higher prices? 


. Describe some particular farmers’ elevator concern and tell 


what savings it effects. 
Why have farmers had little success in federating country 
grain elevators? 


. Of what particular advantage is a farmers’ commission 


house? 

Discuss the method used to form grain pools, pointing out its 
weaknesses and its strength. 

What. marketing functions can codperative grain associations 
perform most efficiently and why? 

Summarize the gain accruing from the codperative grain 
movement. 

Why did the United States Grain Growers, Inc., fail? 
What are the limitations to the codperative marketing of 
grain? 


20 Hconomic Journal, March, 1925, pp. 24-5. 


CHAPTER XI 
COOPERATIVE WOOL ASSOCIATIONS 


Incentives to Codperative Pooling 


For over half a century wool growers now and then, here 
and there, have been in revolt against the regular methods 
of marketing wool. Formerly growers usually sold their clips 
to country buyers, to representatives of eastern firms, or 
through commission houses. Grading seems to have been un- 
known not only to the growers but also to most of these 
tradesmen, and as a consequence the poorest quality of wool 
not infrequently set the price for all the growers’ wool. 
Naturally wool growers felt that such a system worked against 
their vital interests—and frequently it did. They therefore 
wanted a marketing plan through which they could market 
their wool on the basis of grades. Some growers were even 
desirous of selling directly to manufacturers, for these growers 
felt that more direct marketing would be beneficial to them. 


These and other abuses led to efforts in codperative wool 
marketing. 


History of Codperative Marketing 


During the early seventies of the last century, the Granges 
saw the defects in the methods employed to market the 
growers’ wool, This agricultural order, therefore, set itself 
to rectifying the wool marketing machinery. Grangers in 
Kentucky, Ohio, and Michigan established codperative ware- 
houses and at these points wool was assembled and sold in 
relatively large quantities to manufacturers. Unfortunately 
the decline of the Grange sounded the death knell to these 


undertakings, and most of the warehouses passed into private 
ownership. 
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1See State Grange Proceedings for further information on these points. 
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Another attempt to market wool codperatively occurred in 
the eighties. The Farmers’ Alliance tried the plan but failed. 
Nevertheless other farmers in the corn belt and in the range 
states: successfully formed wool pools. By 1917 there were 
perhaps a hundred codperative wool groups in the United 
States. Since 1895 Utah wool growers have been successfully 
carrying on wool auctions on which wool has been sold on a 
semi-codperative basis. Missouri and Idaho wool growers 
have also been pooling wool here and there since 1905, and the 
Canadians have been selling wool on a relatively large co- 
operative scale since 1914. 

The date on which large-scale codperative marketing of 
wool began in the United States was about 1918. At that 
time we were in the midst of the World War, and wool prices 
were soaring skyward. However, it seems that local wool 
buyers did not offer sufficiently high prices to satisfy the 
growers, at least this was true in Ohio. 

In that state bids of dealers were based on a margin of 
profit ranging from 7 to 10 per cent more than usual. Largely 
because of these margins, Ohio growers formed a loosely knit 
cooperative organization in which they pooled some 275,000 
pounds of wool. This it sold for an average price of 72 cents 
a@ pound, and at a time when the prevailing bids were about 
60 cents a pound.” 

This experience gave birth to the Ohio Sheep and Wool 
Growers’ Association. Other state-wide pools followed the 
Ohio association. But the early experience of some of these 
pools demonstrated the need of written contracts to tie the 
growers to the association. In Ohio particularly the activities 
of outside dealers caused a big slump in volume of business 
handled by the Ohio codperative in 1922. Voluntary pooling 
seemed to be ineffective in dealing with many members. 


Types of Codperative Organizations 


There were many different business practices followed by 
pioneer wool pools. The California wool growers formed a 


pool in which each grower’s wool was sold separately on 
Ge ie AD CO ners arene 
2Herman Steen, Codperative Marketing, pp. 123-4. 
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the basis of sealed bids. In some instances the grower held 
the right to reject or accept a bid, while in other instances 
this right was delegated to the codperative manager. In all 
cases, however, the association appraised the value of the 
grower’s wool and informed him of the appraisal. In this 
way the grower had some definite idea of the value of his 
wool before the bids were opened. 

In Oregon and Utah some fifty or more semi-codperative 
auction sales were held each year in which growers consigned 
their wool. These sales followed in rotation. In Idaho the 
growers signed a power-of-attorney to their pool manager, 
and he then took control of the marketing. Usually he sold 
the wool ungraded at a flat price. In Wyoming the growers 
waited for buyers to offer them prices for their wool, and if 
these prices were unsatisfactory, then the growers pooled © 
their clips. Most of these efforts were, of course, local, and 
the organizations putting forth the effort were usually vol- 
untary and unincorporated in form. 

In addition to these local efforts wool growers are trying 
out state-wide pools. Iowa, Ohio, Oregon, and other states 
typify this movement. In 1921, for example, the Pacific 
Codperative Wool Growers was formed largely through the 
efforts of the Farm Bureau and representatives of the Oregon 
Agricultural College. This organization comprised a mem- 
bership of some 1,700 wool growers. It signed the members 
up in five-year pooling contracts, and vested the marketing 
powers in the manager, R. O. Ward. Since that time the 
organization has extended its operations all over Oregon and 
parts of Idaho, Washington, and California. Other states 
also have similar organizations. But many of these associa- 
tions differ from the Oregon one in that they are wholly vol- 
untary in nature. Their similarity appears primarily in that 
they are state-wide in extent. 

Still another type of association is advisory in form. In 
Idaho there is an organization called the Idaho Wool Grow- 
ers’ Association located at Twin Falls, which is trying to 
solve the problems of marketing wool. This company has 
divided the wool growers into three classes: (1) “the small 
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grower including about 70 per cent of the number of wool 
growers of the state, owning about 15 per cent of the number 
_ of sheep; (2) the medium-sized growers, including about 20 
per cent of the number of growers, owning about 35 per cent 
of the number of sheep; and (3) the large growers including 
10 per cent of the growers, owning about 50 per cent of the 
sheep.” ® 

This organization advises the small grower and the grower 
who does not have time to make a careful study of wool 
marketing to join the Pacific Codperative Wool Growers. 
The small grower is defined as one having from 40 to 1,000 
fleeces to market. To other growers who do not care to 
market their wool codperatively, the organization suggests 
that. they get loans from the Intermediate Credit bank and 
employ the funds to finance themselves until a favorable 
opportunity for marketing their clips arrives. 

Of the different types of association, the Oregon kind prob- 
ably offers the best plan for efficiently marketing wool. It 
ties the growers up for a term of years, and it can therefore 
depend upon a certain quantity of wool which enables it to 
plan in advance. Outside dealers have less chance to work 
against this organization than one in which the members are 
voluntarily held together. The experience of the Ohio as- 
sociation as well as others demonstrate this fact. The Ore- 
gon type also has an advantage in having a salaried sales 
manager to dispose of its clips. Whatever profit is made 
through this method is retained by the Oregon association 
and later distributed to the growers. This association also 
grades the wool, and sells it on the basis of grades. Such 
practice is considered a better marketing method than sell- 
ing all the wool at a flat rate. 


Present Status of Codperative Wool Marketing Associations 


At present there are more than 125 wool associations in 
this country,* and they handle annually more than 25,000,000 
ET SSS EE ae eee es 2 


8 Agricultural Codperation, Dec. 15, 1924, p. 410. — apy. 
- 4“Charts of Codperative Marketing and Purchasing Associations, 
1925,” U, S, Bureau of Agricultural Economics, January, 1928. 
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pounds of wool. These codperatives are scattered throughout 
the wool producing and consuming areas of the United States. 
Most of them were formed since 1917. It therefore appears 
as if the movement toward codperative marketing of wool 
has grown by leaps and bounds. However, the permanency 
of these codperative associations will depend in a large meas- 
ure on the way they perform the marketing services. To 
these functions we shall now pass. 


Assembly 


Wool growers who are members of the Pacific Codperative 
Wool Growers’ Association usually assemble their wool 
locally, and they ship it to the bonded warehouse in Port- 
land, Oregon. Here it is graded and otherwise prepared 
for sale by the association. In the corn belt region, mem- 
bers of wool pools generally assemble their wool at county 
points on a specified date. From these points, the clips are 
sent in carload and less than carload lots to Chicago. In - 
Chicago, the wool is taken over by the National Wool Ware- 
house and Storage Company for storage and preparation for 
sale. In Ohio, the Codperative wool growers assemble their 
clips in May or June at county points. Then they are sent 
on in carload lots to leased warehouses at Columbus and 
Wheeling. In Canada, some of the codperative wool growers 
have their wool assembled by the Canadian Codperative 
Wool Growers, Ltd., while others assemble their wool through 
some thirty separate associations. 

The codperative assembly of wool has two advantages over 
the individual method of assembly. First, through codpera- 
tive associations wool is ordinarily brought together in large 
lots, the costs of assembly are therefore usually relatively 
lower than when it is gathered in smaller lots. Secondly, 
the large pools that are formed by codéperatives generally 
attract more buyers than individual growers could hope to 
obtain. In regions where the growers keep only a few sheep, 
this latter advantage is particularly obvious. 
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Grading 


Before the dawn of codperative wool marketing about the 
only expert wool graders in the country were in the Boston 
market. Growers who knew nothing of grades frequently 
sold their clips to buyers who likewise knew little or nothing 
of grades. The flat price was generally the basis of the sale. 
As a consequence, it is believed that the wool growers lost 
considerable money through such a system of marketing. It 
is likewise believed that the expert wool graders, or their 
firms, made considerable money out of this marketing 
practice. 

To remedy this defect the codperative pool was born. 
Now, in nearly all cases, the codperative growers have their 
wool sent on to central warehouses where it is expertly graded 
before it is even offered for sale. At these central points 
the wool is then marketed on the basis of grades. Such pro- 
cedure gives two advantages to the codperative grower: (1) 
he gets paid for the grades of wool he’ produces, whereas 
formerly he was usually paid for all his wool a price that 
the poorest grade would bring; (2) now he is often able to 
sell directly to manufacturers, and thereby retain the margin 
that formerly went to one or more middlemen. 


Warehousing and Storage 


Wool is a rather difficult product to grade and prepare 
for sale. The value of the wool depends upon its fineness, 
which means the diameter of the fiber, the strength and 
- length of the fiber, and the amount of native oil and foreign 
material in it. Only experts can properly prepare wool for 
sale to the manufacturer. 

Frequently the codperative wool growers’ association has 
an advantage over the small independent firms in perform- 
ing the warehousing and storage function. This is because 
the large codperative can generally employ better warehous- 
ing experts than the smaller private concern on account of 
the fact that the codperative can afford to pay larger salaries 
to its experts. A bigger volume of business economically 
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permits this. A bigger volume of business, also, enables 
the codperative to utilize storage space to better advantage. 
However, such advantages apparently occur only when the 
codperative handles a relatively larger business than the 
private firm. 


Transportation 


Perhaps large codperative associations marketing wool have 
other advantages over individual growers and small private 
concerns. The codperatives usually can effect larger savings 
by utilizing transportation to better advantage. They can 
more frequently ship in car lots. They can more often pre- 
vent back shipments through a more systematic distribution 
of the product. And they can usually push claims for dam- 
ages more vigorously. Here are probable advantages, but 
to realize them requires a codperative organization, large, 
strong, and wide-awake. 


Financing Growers 


The codperative wool growers in the corn belt are financed 
largely through banks. Their wool is sent to the National 
Wool Warehouse and Storage Company for storage and sale... 
This company issues warehouse receipts to the growers, who 
in turn use the warehouse certificates for the basis of loans. 
Bankers in the corn belt advance growers 50 per cent, or 
more, of the value of the wool when warehouse receipts are 
used as security. 

In 1924 the Codperative Wool Growers of South Dakota 
advanced its members $75,000 which was secured through 
the Intermediate Credit bank of that district. This codp- 
erative association marketed some 500,000 pounds of wool 
for its 320 members during that year." The Ohio codpera- 
tive wool growers secure advances running as high as 75 per 
cent of the value of their clips from the Ohio Sheep and 
Wool Growers’ Association (now called the Ohio Wool Grow- 
ers’ Codperative Association). Money for this purpose is 
borrowed from banks upon the basis of warehouse receipts. 


5 Agricultural Codperation, Dec. 15, 1924, p. 409. 
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To the Canadian Codperative Wool Growers, its subsidiary 
company advances two-thirds of the value of the wool held 
in storage. In the winter the association makes final set- 
tlement with its members. This codperative organization is 
owned by some 2,000 stockholders who hold capital stock in 
it to the sum of $76,000. The codperative markets wool for 
about 16,000 farmers. “It charges two cents per pound for 
handling and marketing, plus half a cent for grading. This 
pays an 8 per cent dividend and allows a reserve to be set 
up, also provides operating capital to handle clips, supplies, 
etc., which it sells. All receipts from sales less the 214 cent 
charge go directly to growers. This leaves an operating 
profit, which is finally prorated to the growers.” ® 

Wool is such a staple product that it can be stored with- 
out much deterioration for a long time. Local bankers read- 
ily make loans on wool warehouse receipts and thereby fur- 
nish a means for financing the marketing of wool. In the 
United States the establishment of Intermediate Credit Banks 
also throws open a new financing channel to the codperative 
wool grower, and he is using it as already noted. Hence very 
little difficulty is encountered in getting finances for codpera- 
tives at the present time. 

By financing themselves through the regular banking chan- 
nels, wool growers frequently free themselves from the grasp 
of local wool buyers and commission houses. Formerly these 
private buyers advanced money to the wool grower or paid 
him cash, and by so doing held his trade fast and long. At 
times these advanced payments or cash purchases spelt a 
relatively low price for the farmer’s clip. Now the codp- 
erative has at times been instrumental in freeing its members 
from the obligations the private concerns formerly held the 
wool grower under. Codperative wool associations have there- 
fore rendered a distinct: service to wool men by financing 
them. Now the wool grower may wait for higher prices 
before selling his clip, or at least he may wait for bids from 
many buyers before disposing of it. Herein lies a substan- 


tial advantage. 
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Demand Creation and Distribution 


Some growers pool their wool at a certain place, and then 
buyers are invited to come to this point to bid for the wool. 
Other growers take a step further and invite buyers to send 
in their bids. In these pools, sometimes the wool is sold 
on the basis of grades and sometimes for a mere flat rate, 
but at present the tendency is for sales to be made on the 
basis of grades. The grading is frequently done by state 
experts or by experts sent out by the United States Bureau 
of Agricultural Economics. This method creates a more 
permanent demand because the buyers are more pleased, and 
more likely to buy again, when they get wool that is scien- 
tifically graded. 

Still other growers delegate the selling authority to the co- 
operative manager, and he works up the selling campaign. 
In such instances, the practice is generally to sell as much 
wool as possible to manufacturers without the intervention 
of a middleman. By so doing the manager may gradually 
feed the markets in accordance with demand. In marketing 
their wool these codperative associations frequently take ad- 
vantage of the modern features of advertising when possible. 
In 1922 the Ohio Sheep and Wool Growers’ captured con- 
siderable newspaper space by presenting President W. G. 
Harding with a woolen suit of clothes. Newspapers through- 
out the country carried stories on this event. 

It is believed that wool growers have some probable ad- 
vantages by creating demand codperatively. In the first 
place, they may be able to eliminate some duplication in ad- 
vertising and salesmanship. Where many growers formerly 
created demand individually, many now do it as one through 
their organization. In the second place, if the codperative 
handles a larger volume of business than the private concern 
then the former may be able to procure better experts to 
create demand than the latter, if other things are equally 
favorable. In the third place, codperatives are able to estab- 
lish connections with manufacturers because they generally 
sell on the basis of grades. Heretofore, the grower was vir- 
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tually compeiled to sell to other buyers who later graded his 
wool and through this method he often received a price fixed 
on the poorest grade of wool. As a consequence he not in- 
frequently lost money that is now saved through cooperation. 


Risk-Taking 


Growers may be able to reduce the risk incident to market- 
ing wool by codperating. They may pool their wool and 
thereby insure themselves the average price of the pool. They 
may gradually feed the markets and thereby tend to reduce 
market gluts. They may sell their wool mainly on the basis 
of grades and thereby remove the chance of the poorest grade 
setting the price for the whole production. They may finance 
themselves in a large measure and thereby partly remove 
the temptation to sell wool to the first cash buyer or the 
commission house that will make advances. 

While these advantages have been realized here and there, 
they have not been uniformly obtained. Instances are on 
record where codperative associations have sold wool too 
early in the year, or too late in the year, to realize the best 
prices. In other cases wool growers have continued to sell 
their wool on consignment, and on the basis of a flat rate 
rather than grades. But these instances occur less frequently 
now than formerly. Undoubtedly codperation affords growers 
an instrument to minimize risks in an economical way. 


Conclusion 


Codperative wool pools are by no means perfect. Time 
and time again growers have withdrawn from them, claiming 
that they can get better results by selling to outsiders. At 
times the codperative pool consists of members who come to- 
gether and stay together voluntarily. Such a pool gives the 
competitor a better opportunity to destroy the codperative 
enterprise than a pool in which the members are tied together 
by written contracts. Sometimes the codperative manager 
has not guessed very accurately as to future prices, and as 
a consequence some grower members have lost appreciably. 

But when all these adverse points are given due considera- 
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tion it seems safe to say that the codperative marketing of 
wool has in the main proved beneficial to wool growers. The 
Pacific Codperative Wool Growers’ claims that during the few 
years prior to 1925 “the members of the association were paid 
$450,000 more than non-members for similar quantity of 
similar wool from the same territory.”" It is said that the 
livestock department of the Illinois Agricultural Association 
sold wool for the growers that brought from 15 to 25 cents 
above the prevailing local prices in 1924.8 The Ohio co- 
operative association netted its members a 10-cent premium 
in 1918 over the bids of dealers; 17 cents in 1919; and 5 cents 
in 1920.2 In 1921 the corn belt and range states wool pools 
paid growers an average premium of 414 cents per pound on 
the 22,000,000 pounds pooled.1° Other examples could be 
cited wherein the growers have effected actual savings through 
wool pools. 

The chief objection to these figures, however, is that too 
frequently they were the result of investigations made by in- 
terested parties in the organizations rather than by disinter- 
ested experts. But when allowance is made for this fact, it 
seems that real savings through codperative wool pools have 
been secured. What is more, it is a known fact that codp- 
erative pooling has promoted sales made on the basis of 
grades. This gain alone is a big achievement. 


QUESTIONS AND PROBLEMS 


1. Describe the conditions which led wool growers to organize 
codperative wool associations. 

2. Contrast the different business practices followed by pioneer 
wool pools. 

3. What are the advantages claimed for the state-wide pool? 

4, Give the advantages of assembling wool codperatively. 

5. What advantages are claimed for codperative grading and 
warehousing of wool? 

6. How are codperative wool associations financed? 


* Agricultural Codperation, Dec. 15, 1924, p. 410. 
8 Ibid., p. 409. 

Steen, op. cit., p. 123. 

10 Tbid., p. 129, 
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Discuss the value of cooperatively creating demand for wool. 
Why are market risks reduced by codperative wool marketing? 
Point out the weaknesses in the cooperative wool movement. 
Summarize the advantages of codperative marketing of wool. 

. “A certain father belongs to a certain wool association. He 
and his son run sheep together. The father markets his wool 
through the association, and the son markets his wool through 
the regular channels. Both father and son claim that the son 
gets higher prices for his wool than the father gets for his wool. 
The association claims its prices are above the prices paid 
nonmembers.” What steps should be taken to settle the con- 
troversy ? 


CHAPTER XII 
COOPERATIVE COTTON ASSOCIATIONS 
Problems of the Industry 


For more than one-half century the cotton growers of the 
South, especially the tenants, have faced acute marketing 
problems. In the first place, they have depended too much 
on the one-crop system. At times there has been underpro- 
duction of cotton, and prices for cotton have soared sky- 
ward. At other times there has been overproduction of cot- 
ton, and prices have descended to low levels. Unbalanced 
production has caused extreme annual variations in cotton 
prices, and the growers have suffered accordingly. 

In the second place, the growers have grown too many 
varieties of cotton in each community. The producing of 
these many varieties has given rise to marketing difficulties. 
(a) It has been more difficult to grade the cotton properly. 
(6) It has enabled some buyers to buy cotton and pay for 
it on the basis of the poorest grades. (c) It has been un- 
economical to handle so many. varieties because they have 
not been produced in sufficient quantities to handle on a large 
scale. 

Another problem that the southern growers have faced is 
that of price variation for the same grade of cotton in the 
same market on the same date. Clarence Poe in How Farm- 
ers Codperate and Double Profits, points out that on one day 
strict low middling varied as much as $10 per 500-pound 
bale in Duncan; low middling varied as much as $12.50 per 
bale in Terral; and good ordinary varied as much as $19.25 
per bale in Mangum.t 

Perhaps another problem quite as important as any one 
of the foregoing obstacles is that of dumping the bulk of 


1Clarence Poe, How Farmers Coéperate and Double Profits, p. 107. 
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the cotton on the market at once after harvesting. While a 
good deal of the cotton is thus dumped by the choice of the 
growers, most of it is dumped under the stress of the growers. 
This is true because of the crop-lien system in the South. 
Under this scheme, the poor cotton grower borrows money 
from the merchant, banker, landlord, or another business man 
to plant and to cultivate his crop, and also to live on while 
the crop is growing. Being thus in debt, he is often forced 
to sell his cotton as soon as it is harvested. Often he has 
agreed to sell it to the man who advanced the money to him. 
In case the contract is with the merchant, the agreement fre- 
quently works triple hardships upon the grower. He usually 
pays a high rate of interest to the merchant for the loan, and 
he generally pays high prices for the goods he purchases from 
the merchant, and occasionally he sells his cotton to the 
merchant at low prices. An exacting merchant may thus be 
able to keep the cotton grower in debt to him most of the 
time. 

But even when the grower procures a loan from the banker 
with which to finance his crop, he usually pays a rather high 
interest rate as may be seen from the following figures. The 
United States Department of Agriculture gave the following 
rates of interest as the average prevailing rates in 1921 for 
the ten leading cotton-producing states: 


INarth) Carolina, vices o:cs 005 Ge2 sie LAD AIG S oysters oes ekeye ots ancseye 8.46 
PRENIMCESER «shee v0.5 9 310, 0 00 OS, Pe GHCOULIN cela siccis cawicisee cos 8.94 
South Carolina .f.3.0.... SOG ae Texastand Ss. Phi. Thar 9.68 
PAABSISEID PUNT.) «sid isisteldiele 5% Sd re leahomia te eia4's. ei ie 9.84 
HEOUISIATI AL Pen te o Siaisiate e's cchess SiBAsevA ricanisas: (ie teen a, aleysteseiny 9.70 


It was further pointed out in this connection that “in all 
of these states the actual average interest cost was consider- 
ably higher than shown by the foregoing figures, because of 
the prevalent practice among the banks in these states of 
collecting interest in advance and of a common but less 
prevalent practice of requiring borrowers to maintain a mini- 
mum of deposit at the bank while the loan is outstanding.” * 


OE i an a a it ele ear a ee 8 eles 
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Such high rates, needless to say, have worked as handicaps 
to the cotton growers. 

For the purpose of solving these and other problems the 
southerners have tried several programs. They have tried 
crop reduction before and after planting. They have urged 
diversified farming. They have advocated. growers’ owned 
and controlled cotton warehouses. They have suggested 
growing but one variety of cotton in each community instead 
of several. They have sought to sell cotton on the basis of 
grades. They have attempted to market their cotton directly 
to the mills. And most of these attempts at improvement 
have been made by codperative associations, which we shall 
now discuss. 


History of Codperative Marketing 


The Grange was among the first to attempt to solve the 
marketing problems of the cotton growers. As early as 1873 
the Alabama Grange organized a sales agency in New York 
City. About the same time the Mississippi Grange placed a 
representative in the Liverpool market to take care of the 
American cotton interests.2 Granges also sold cotton through 
representatives in Atlanta, Georgia, and New Orleans, Lou- 
isiana. 

The activities of the Alabama and Mississippi Granges, 
however, were the most extended. These organizations as- 
sembled cotton in leased warehouses, graded it, and sold it. 
It is said that the Grange was instrumental in getting the 
farmers substantially increased prices through this method 
of marketing cotton. However, the success of the Grange in 
this field was short-lived, for its codperative activities de- 
clined with it in 1875, and eventually its codperative efforts 
in marketing cotton were completely suspended. 

Attempts to restrict the cotton acreage were made in 1885, 
with the hope of increasing cotton prices. In general, these 
were failures, but they did not seem to dampen the spirits 
of the growers, for similar schemes were tried in 1895, 1905, 


88. J. Buck, The Grange Movement, pp. 223-4; Prairie Farmer, 
Dec. 26, 1874. 
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and 1906. The Southern Cotton Growers’ Protective Asso- 
ciation undertook on a large scale to reduce the cotton acreage 
in 1905. It advocated a 25 per cent acreage reduction and 
was largely successful. As a consequence the price of cotton 
for that crop went up some 25 per cent. Spurred on by this 
success, the organization advocated an acreage reduction for 
cotton the following year. But success did not attend its 
efforts this time, for the growers actually increased their 
acreage. Each farmer thought that all the other growers 
would reduce their cotton acreage, and that he might as well 
increase his production and thereby realize bigger profits. 
The result of such reasoning increased the total supply of 
cotton, and cotton prices fell perceptibly. Failing thus, the 
organization made no further attempt to reduce the cotton 
acreage.* 

Another method employed to increase prices was that of 
proclamation. The Farmers’ Union in 1904 advocated a 
minimum price for cotton, below which the farmers were ad- 
vised not to sell. For middling cotton the minimum price 
was fixed at 10 cents a pound in 1904. Farmers, however, 
sold considerable cotton for less than 9 cents a pound. Evi- 
dently the union did not properly gauge supply and demand. 
Defeated was the union, but only temporarily, for in 1906 
it set another minimum price of 11 cents. At this time suc- 
cess seetningly attended its efforts, for during the fall months 
the price actually rose from 9.25 cents to 10.75 cents and on 
up to 13 cents in August of the following summer. 

Naturally the union people were elated and claimed credit 
for inducing farmers to withhold much cotton from the mar- 
ket until higher prices ruled. Professor B. H. Hibbard says: 
“Fneouraged by this new success, or coincident, whichever 
it was, the union took a bolder stand and set a minimum 
price of 15 cents for the 1907 crop. Almost the entire crop 
was disposed of, however, for from 10 to 12 cents. The 
next year a minimum of 12 cents was set, and the prices re- 


ceived were in most cases below 10 cents.” ® 

1 EEO Se EERE TE ie ie eee ee een ee cee 
4B. H. Hibbard, Marketing Agricultural Products, pp. 244-5. 
5 Ibid., pp. 242-3. 
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While the union may rightly be given credit for prevent- 
ing cotton prices from tumbling lower than they otherwise 
would had the union not attempted to name prices, a study 
of the supply and demand of cotton for these years would, 
nevertheless, lead an unbiased observer to believe that the 
supply and demand really operated in determining the cotton 
prices. Very likely the union people have recognized that 
they cannot block supply and demand by mere proclama- 
tions, for later they turned their attention to other methods. 
They advocated diversified farming and the establishment 
of warehouses. 

Both of these plans have given a measure of success. 
Many southern cotton growers have diversified their crops, 
and many have established local warehouses. In 1909 there 
were some 1,600 local warehouses for cotton that were in 
operation. While these warehouses were not owned by the 
farmers’ unions, they had, however, been established by mem- 
bers of the unions. These associations in a measure have 
aided cotton growers in their efforts to withhold a portion 
of their crops till spring before selling it. Loans based on 
cotton warehouse receipts supplied the finances for holding 
purposes. 


Types of Organzations 


Some associations functioned merely as warehousing con- 
cerns for the growers. In such cases, cotton classers were 
employed for the purpose of weighing, classing, sampling, 
and storing the growers’ cotton. Usually, a flat charge of 
so much per bale was made for these purposes. Such or- 
ganizations were valuable in that they tended to eliminate 
dishonest grading and buying, and also provided fairly good 
warehouse facilities. Other cotton associations not only acted 
in the capacity of warehousing, but also functioned as mar- 
keting agencies. In many instances skilled salesmen were em- 
ployed to sell cotton in the various markets. At times, these 
representatives sold the cotton of the grower directly to the 


ae Report of the Committee on Interstate Commerce, Vol. XI, pp. 2; 
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mills in this country and in England. But. most of these 
early codperative organizations were only local in extent. 


Pooling Associations 


At the present time, there are a great many state cotton 
cooperative marketing associations. These organizations have 
the growers tied up to them in relatively long-time contracts 
‘which force the growers to sell all their cotton through the 
associations. Ordinarily, these codperatives hold title to the 
cotton, sell it, and pay the growers the resale price minus 
the costs of selling. The growers’ cotton is pooled by grade 
and staple, regardless of the time of delivery or of sale. Ware- 
house facilities are provided for these associations by sub- 
sidiary companies owned by the growers, yet business men 
may own nonvoting stock in them. The purpose of letting 
business men in is to let them help finance the marketing of 
the cotton. These state-wide organizations have advantage 
over the local societies in that the former can procure many 
of the advantages of large-scale warehousing and marketing 
that the latter cannot obtain because of their small business. 

In addition, there is an interstate codperative association 
known as the American Cotton Growers’ Exchange. It con- 
sists of a number of state-wide codperative associations in 
the South. “Each association connected with the Exchange 
is represented by one trustee and an additional trustee for 
every 250,000 bales or major fraction thereof, which it has 
under contract or which it handled during the previous year. 
The Exchange is made the exclusive agent of the constituent 
associations for the handling and marketing of the cotton 
controlled by them.’’? Because of the large scale on which 
the Exchange operates, it may be even more fruitful of re- 
sults than individual state associations. 


Present Status of Coéperative Marketing 
All of the state-wide cotton marketing associations and the 
American Cotton Growers’ Exchange have taken root since 
eri Na yent ) liek is Jet 
7Q. B. Jesness, Codperative Marketing of Farm Products, p. 120. 
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the World War. While they are relatively young, they have 
nevertheless made phenomenal progress in signing up mem- 
bers and in getting control of volume. In 1915 there were 
18,000 members of cotton associations. In 1925 there were 
300,000 members. In 1915, $2,000,000 worth of cotton was 
sold through codperatives; in 1925, $150,000,000, according 
to the United States Bureau of Agricultural Economics, Janu- 
ary, 1928. 

The aim of the state-wide associations is to perform the 
marketing function more efficiently than private concerns or 
the local associations. A discussion of such functions there- 
fore is in order. 


al 


Assembly 


Ordinarily the grower hauls his seed cotton to the gin, sells 
or takes home the seed, and then delivers the ginned bales of 
cotton to the agent of the codperative association. The asso- 
ciation agent then gives the grower a receipt’ for his cotton 
which is identified by a number, and next issues a draft for, 
say, 60 per cent of the market value of the cotton. The 
draft is ordinarily “cashable” at any bank. So far as physi- 
cal assembly goes there is little advantage if any in having 
the grower assemble his cotton to a codperative association 
mstead of to a private concern. But the codperative is likely 
to warehouse the cotton more in the interests of the grower 
than the private agency. However, this involves another 
marketing function. 


7 Grading 


The value of cotton to the manufacturer depends upon 
the length, strength, and uniformity of the staple, as well as 
on its color and the amount of foreign material contained in 
it. When the grading of cotton is done by a representative 
of the codperative association, it is safe to say that it will 
be done for the best interests of the grower. In the past 
there has been some dishonesty in grading cotton. Codp- 
eration has tended to correct this evil. Cotton grading is 
now done through the supervision of the codperative associa- 
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tion so that the classes will best meet the demands of the 
millers. 


Storage 


The codperative association has done much to encourage 
the growers to place their cotton in warehouses instead of 
leaving it out to be exposed to the weather. Formerly there 
were great losses incurred from rotting of the fiber when the 
cotton was exposed to the weather and the losses are still alto- 
gether too great. However, since codperative associations 
have sprung up, many warehouses have been erected in which 
places of shelter and of protection against fire and theft are 
provided. These warehouses also give opportunity to class 
and assort cotton to meet mill requirements. Besides, they 
afford a means for issuing warehouse receipts on which loans 
are based. 


Transportation 


Codperative cotton associations have effected some trans- 
portation savings, for they have made possible more car-lot 
shipments to compressers and mills than were formerly pos- 
sible when cotton was handled privately on a smaller scale. 
However, these economies are not inherent in codperation. 
If a private concern can ship in as large quantities as a co- 
operative then it should effect equally as large savings. 


Financing 

At times it has been difficult for codperative cotton as- 
sociations to finance themselves. For example, the Okla- 
homa Cotton Growers’ Association in its first year of opera- 
tion “had plenty of money promised, but several Oklahoma 
banks went back on their word.”’* But it, nevertheless, se- 
cured some $3,100,000 from Oklahoma banks, and $2,400,000 
from the War Finance Corporation with which to make ad- 
vances to growers. Cotton warehouse receipts were used as 
security and some banks seemed willing to make loans upon 


them. Other banks, however, were less willing to make loans 
OE er GR ae ee 
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to the associations which were considered new and untried. 

Another way codperatives have of financing themselves is 
by issuing stock to business men. Generally this stock is pre- 
ferred, and does not carry the right to vote. Usually it is 
retired after the association has obtained available funds by 
deductions from the growers’ sales. By this means the or- 
ganization eventually gets control of its stock. This method 
seems to be finding favor with many associations. There 
seems to be no good reason, now that we have standard grades 
of cotton, why growers through codperation cannot success- 
fully finance the marketing of their cotton. True, the ten- 
ants are indeed poor, but the use of the warehouse receipt 
will insure them an advance of 60 per cent of the value of 
their cotton. This sum doubtless enables nearly all tenants 
—unless it be the very poor—to hold their cotton for at least 
a short period before selling it. 


Distribution 


In many instances codperative associations have sold their 
cotton directly to the New England and Carolina manufac- 
turers. Some associations have even sold directly to Euro- 
pean millers, although it seems as if they have not been 
nearly so successful in selling directly abroad as at home. 
Grading under the supervision of codperative associations 
and in accordance with United. States standard grades for 
cotton has enabled these codperative associations to sell di- 
rectly to millers. This has in the main been a good thing 
for the growers, for it has eliminated some of the questionable 
practices of merchants and other buyers of cotton. 

To the state-wide codperative associations, the Cotton 
Growers’ Exchange has been a distinct aid. It disposes of 
the cotton of each association when the latter cannot sell 
it satisfactorily within its own borders. The method of pro- 
cedure is as follows: The state association notifies the Ex- 
change’s sales manager of the amount of cotton and the grades 
it has for sale, and also what prices it wants for the cotton. 
Then the Exchange markets the cotton at these prices or 
above if it can. If it finds these prices are too high to move 
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the cotton it notifies the state association. The state asso- 
ciation may then approve lower prices and permit sales to 
be made accordingly. 

Largely because of the large volume of business of these 
state associations which are members of the Exchange, they 
are collectively in a good position to distribute cotton ef- 
fectively. However, they are hampered by the fact that 
liens on some of the crops prevent some individual growers 
from delivering their cotton to the association. Merchants 
and others to whom the liens are given interfere with the ac- 
tivities of the associations to this extent. 


Risk-Taking 


Codperative associations have cut down the number and 
magnitude of risks heretofore borne by the cotton growers. 
These organizations are responsible for better grading, better 
storage, and better sales efforts in behalf of the growers. 
Now much of the cotton is sold after it is graded. Con- 
siderable cotton is held in warehouses for the growers till 
higher prices rule; that is to say, a smaller percentage of the 
cotton crop is dumped on the markets immediately after 
harvest. Now the cotton is frequently pooled by states and 
by grades, and as a consequence the grower is insured aver- 
age pool prices. What is more, the American Cotton Grow- 
ers’ Exchange is furnishing state associations with data to 
keep them in touch with all the developments which may 
influence the price of cotton. These data help the associa- 
tions to decide where and when to sell the grower’s cotton. 
Codperation has undoubtedly reduced market risks for the 
cotton growers of the South. 


Conclusion 


Coéperative efforts directed toward raising prices by proc- 
lamations and acreage reduction have generally been un- 
suecessful. Supply and demand largely determine cotton 
prices. Codperative efforts along the lines of better grad- 
ing, better storing, better financing, and better distribution 
have in a measure been successful. Many warehouses have 
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been established as the result of codperatives, although as 
yet there are not nearly enough warehouses to enable the 
cotton growers to feed properly the markets. The warehouse 
receipt has eliminated some forced sales; nevertheless too 
many cotton tenants still have to sell their cotton under 
stress. Effective direct selling of cotton is practiced by a 
number of associations and as a result savings are obtained. 
Diversified farming has made headway through the teachings 
of codperative associations. 

As to savings in dollars: and cents, a few figures may be 
cited. It is said that the Oklahoma Cotton Growers’ As- 
sociation sold the cotton of its members for $7.65 per bale 
more than other Oklahoma growers obtained for the same 
grade.® In 1921 the Staple Cotton Growers’ Codperative 
Association marketed over 150,000 bales at 6 cents a pound 
more than outside growers received on an average.?° For 
its members, the McLerman County (Texas) Farm Associa- 
tion claimed to have saved $5.00 a bale in 1921. It has also 
been pointed out that one year the Scott Cotton Growers’ 
Association marketed its members’ cotton for from $2.50 to 
$5.00 a bale more than the price nonmembers procured for 
their product. 

Finally marketing costs have been reduced. The Carolina 
Cotton Growers’ Coéperative Association reduced per bale 
cost of marketing from $8.10 in 1922 to $4.30 in 1926.12 The 
Arizona Pimacotton Association reduced its per bale market- 
ing costs from $5.06 in 1923-24 to $2.04 in 1926-27.1% Like- 
wise the Oklahoma Cotton Association has cut down its mar- 
keting expenses. The per bale cost for the 1925-26 season 
was $1.89 against $1.61 for the 1926-27 season2* Other 
examples could be given, but these will suffice to indicate 
the trend in marketing costs. 

If the tangible and intangible benefits of codperative cot- 


® Oklahoma Farmer-Stockman, Dec. 10, 1921. 

10 Steen, op. cit., p. 88. 

11 [bid., p. 85. 

12 Agricultural Codperation, Aug. 6, 1927, p. 304. 
18 Tbid., Dec. 10, 1927, p. 488. 

14 Tbid., Sept. 17, 1927, p. 364. 
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ton marketing be therefore considered, there can be little 
doubt that the cotton growers of the South have made sub- 
stantial progress in solving their marketing problems. Never- 
theless much is yet to be done before the cotton tenants are 
lifted from abject poverty to real prosperity. 


QUESTIONS AND PROBLEMS 


1. Enumerate the problems the cotton growers faced before the 
advent of codperation among them. 

2. Why were interest rates so high in the cotton belt in 1921? 

3. Why is it often disadvantageous to the cotton tenant to borrow 
money from the southern merchant? 

4. What methods have cotton growers employed to regulate cotton 
prices, and how successful have these methods been? 

5. Distinguish between the different types of cotton codperatives. 

6. Comment on this statement: “Now that the Government has 
established standard grades for cotton, the cotton codperatives 
have nothing to do but pay high salaried officers for unskilled 
work.” 

7. How do cotton codperatives finance the marketing of cotton? 

8. Outline the advantages derived from cooperation among cotton 
growers. 

9. How do you account for the recent rapid development in co- 
operative marketing in the cotton belt? Do you think this 
progress will continue? If so, why? If not, why? 


CHAPTER XIII 
COOPERATIVE TOBACCO ASSOCIATIONS 
Regular Methods of Marketing Tobacco 


The tobacco growers sell their tobacco to packers, to whole- 
sale dealers, to manufacturers, ‘and on the auctions, when 
they market tobacco in the regular way. But many tobacco 
producers claim they are dissatisfied with the traditional sys- 
tem of marketing. A number of reasons are given for this 
dissatisfaction, and among them may be mentioned the fol- 
lowing: 

It is alleged that the regular system tends to make extreme 
seasonal prices, that it gives rise to wide geographical prices, 
and that it tends toward excessive marketing costs. It is 
pointed out by some growers that tobacco is frequently sold 
by the lot rather than by grades, and that the only indication 
that a grower has of values is what his neighbor receives for 
his tobacco. Moreover, it is the opinion of an expert writing 
for the 1922 Yearbook of the United States Department of 
Agriculture, that when the farmers sell to buyers individually, 
they generally get an average price for the whole lot—grades 
are not considered. In fact, the farmers know little, if any- 
thing, about either grades or values.t 

Speaking of the marketing of leaf tobacco, Professor G. G. 
Huebner says in part: ‘The system of middlemen is ex- 
pensive, the original market value of cigar leaf being ad- 
vanced from 40 to 80 per cent by the time the crop reaches 
the manufacturers. It prevails largely because, in contrast 
with other branches of tobacco manufacturing, cigars are 
made by hundreds of small cigarmakers who have insuf- 
ficient capital to purchase direct from the farmers, send out 
agents to organized markets, or do their own grading, fer- 


SEs e a 
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menting, packing and storing.’? On the other hand, it is 
alleged by some that the tobacco is in the hand of a trust. 
At any rate, prices do show marked extremes, and these ex- 
tremes undoubtedly work a hardship on the tobacco growers. 


Activities of the American Society of Equity 


To solve the problems of the tobacco growers was one of 
the hopes of the American Society of Equity. Under its 
auspices, some 40,000 tobacco growers formed an association 
in the Black Patch Belt along about 1905 or 1906. It was 
the purpose of this organization to raise the price of tobacco 
in the state of Kentucky. The tobacco, not being duplicated 
elsewhere, was pooled by the association and sold to the 
American Tobacco Company, and other buyers for about 11 
cents a pound. Had it not been for this association, very 
likely these same buyers would have paid no higher than 6 
cents a pound for the tobacco. How was the price raised? 
Largely, by the growers joining the association and with- 
holding their tobacco till their price was paid. 

While the association was temporarily successful, it caused 
considerable trouble. Many growers had not voluntarily 
joined the organization, but had been forced into it by ques- 
tionable tactics. So-called “Night Riders” visited the lag- 
gard farmers and by intimidation and by rougher methods 
forced them in. Unfortunately, a few lives were lost. The 
“Night Riders” destroyed tobacco beds and fields ruthlessly. 
In their efforts to defend their property a few tobacco grow- 
ers were killed. 

But the organized growers felt pleased over the increased 
price. They believed that a combination of buyers had been 
broken up. This combination, it was alleged, formerly di- 
vided the territory among certain tobacco buyers who paid _, 
about the same prices for the tobacco in accordance with a 
previous agreement. Undoubtedly the American Society of 
Equity had won a temporary battle. It then turned its at- 
tention to the Burley tobacco district. 


——<—<—<$<—<$<—<<—————— LD 
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Experiences of the Burley Growers 


For many years Burley tobacco had been grown only in 
the hill country, for it was the belief of the tobacco growers 
that Burley would not grow in the richer soil of the Blue 
Grass region. An experiment was made, however, and it 
proved that Burley tobacco could be grown more cheaply 
in the Blue Grass territory than on the hills. The direct 
result of this trial was an enormously increased output of 
Burley tobacco. As a consequence, the price of Burley to- 
bacco fell from 20 cents a pound to 644 cents. The latter 
price, however, seemed to be lower than the cost of produc- 
ing the Burley even in the richer soils, and far below the 
cost of production in the hills. Meanwhile, the American 
Tobacco Company had become the main purchaser of Burley 
tobacco. The Burley growers immediately jumped to the 
conclusion that the American Tobacco Company was re- 
sponsible for reduced Burley. prices. 

The Burley growers, having the experience of the growers 
in the Black Patch Belt before them, decided to organize 
and force Burley prices upward. They aimed at pooling the 
tobacco and setting what they called a fair price upon it and 
then limiting the acreage, and thereby procure continued high 
prices. While as a class the Burley growers joined willingly, 
there were, nevertheless, a few hill farmers who resisted. 
But “Night Riders” brought most of these in. Then under 
the inspiration of the American Society of Equity, ware- 
houses were erected and the 1906 crops was pooled. 

The Burley growers set a price of 15 cents on it. How- 
ever, the American Tobacco Company, the chief buyer, was 
indifferent—even claimed it had sufficient Burley tobacco to 
last it some ten years. The result was that very few sales 
of Burley tobacco were made in 1906. In the case of those 
sales that were effected the money was divided pro rata among 
the growers that had tobacco in the pool. But these few 
sales did not provide sufficient funds for the growers. 

A new method to procure funds must be found. It was 
found. The association made arrangements to borrow money 
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and advance it to the needy Burley grower. These two 
methods together supplied the growers with sufficient funds 
to enable them to hold the crop over with the hope of selling 
it in 1907. But in 1907 there were few sales of Burley made. 
The farmers nevertheless held their tobacco, and even added 
the 1907 crop in the storehouses. In 1908 a new method 
was invented as a supplement to that of storage. The farm- 
ers through acreage control practically prevented the pro- 
duction of Burley tobacco. This procedure temporarily 
routed the American Tobacco Company. It paid the Burley 
growers practically the prices asked. These ranged from 17 
to 20 cents a pound for the pooled tobacco. A great tem- 
porary victory had been won by the Burley growers. 

As remarkable as was this success, it terminated largely 
before the 1909 Burley crop was ready for the markets. 
Just why the organization of growers declined is rather dif- 
ficult to determine. Some said that the battle had been 
won, and that there was no real reason for further fighting. 
Nevertheless, future prospects were anything but bright. In 
the conflict, most of the competitors of the American To- 
bacco Company had been eliminated; that firm therefore had 
a better grip on the trade than heretofore. The fact of the 
matter seems to be that it was too difficult to hold the grow- 
ers together to continue to limit production. Very likely ad- 
verse court decisions also tended to weaken the association.® 

The outcome was a greatly increased supply of Burley to- 
bacco in 1909, and thereafter prices of course reached a new 
and lower normal. Nevertheless, it would be a mistake to 
assume that the organized growers completely failed. They 
have their codperatively owned warehouses and they have 
been taught better methods of grading, packing, and sell- 
ing. Nor is this all. They also acquired better credit facili- 
ties. In the main, perhaps their battle was worth while. 
Among other things they were taught how difficult it is to 
limit production and to set prices. Since 1908, the tobacco 
growers have tried other means to enlarge their returns. 


3 For additional information on these tobacco campaigns see B. H. 
Hibbard, Marketing of Agricultural Products, pp. 233-6. 
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Coéperative Packing Houses 


Where farmers have tried to pack their individual crops 
they have usually found failure. This is true because the 
lots of tobacco of a certain quality grown on a single farm 
are ordinarily too small to employ expert assorters and to 
store separately. Farmers have therefore attempted coopera- 
tive packing houses where tobacco can be assorted into lots 
of like quality by trained men. This method obviates the 
necessity, as in individual instances, of mixing different quali- 
ties in order to fill cases of different sizes. Now codperation 
enables farmers to pack complete cases or hogsheads of to- 
bacco of a similar quality. 

Coéperative packing seems to be conducive of good re- 
sults, but the method of disposing of the tobacco seems in- 
efficient. This is true largely because codperation has gen- 
erally ended with the packing. Usually no provision is made 
for the sale of the tobacco that is jointly packed, and as a 
consequence the individual farmer or group of farmers has 
been the sales agency. Moreover, in years of high prices 
the farmers have as a rule been enabled to sell their tobacco 
to manufacturers or other buyers without packing it, and 
too often they have done so. Then in years of low prices, 
when it was more difficult to sell unpacked tobacco, the farm- 
ers have usually packed it. Such methods of marketing have 
caused many of the codperative warehouse companies to fail. 
Irregularity of operation and individual sale must be elimi- 
nated if the codperative packing houses expect uniformly to 
succeed. Farmers have also tried codperative sales agencies 
to market their tobacco. 


Codperative Sales Agencies 


There are two kinds of codperative sales agencies. First, 
there is the agency formed independently of the codperative 
packing plant. To this agency the farmer makes consign- 
ments, and it acts merely as the commission merchant. 
When the farmer sells through this medium, he usually sorts 
and packs his own tobacco and then ships it to a storage 
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warehouse under consignment to the codperative marketing 
agency. The chief disadvantage of this method is that the 
farmer loses the gains that accrue through codperative 
packing. 

The second sales agency is usually organized in connection 
with a codperative packing house. This agency markets the 
tobacco that is codperatively packed—if the farmers will 


- let it. The latter clause is added because in some cases the 


farmer reserves the right to accept or reject the price offered 
the agency, and in still other cases the farmer may even sell 
his tobacco independently of the agency. In some few cases, 
however, the farmer is required to pay a fee if he markets 
his tobacco independently. To make this type of agency 
really successful, the growers will have to give it enlarged 
selling power. 


District Codperative Associations 


Along in 1920 a great many tobacco growers became whole- 
heartedly dissatisfied with the usual marketing methods. 
Widespread efforts, therefore, were made to establish district- 
wide codperative associations that would handle the grow- 
ers’ crops. Aaron Sapiro, the outstanding professional or- 
ganizer, was invited into tobacco regions to help form 
cooperative associations along the lines of other organizations 
he had heretofore formed in different parts of the United 
States. He immediately set himself to the task at hand. 
The result was that a great many codperative associations, 
district-wide in extent, were formed. 

The plan of organization was as follows: Tobacco growers 
became members of nonstock, nonprofit associations, upon the 
payment of an initial fee of $5.00. They signed a long-time, 
written contract in which they agreed to market all their to- 
bacco through their associations, provided a certain percent- 
age of the tobacco growers in each district would sign the 
contract within a specified time. Ordinarily, the acreage 
required represented from 50 to 75 per cent of the tobacco 
acreage in the district being organized.* The time limit given 


4U. 8. Department of Agriculture Yearbook, 1922, p. 440. 
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for organization varied; in one case, however, it was two 
years, although not nearly that length of time was needed. 

To provide storage, a subsidiary corporation was formed. 
In it, the farmers bought common stock which entitled them 
to votes and anybody could purchase nonvoting cumulative 
preferred stock. Usually business men bought the latter type 
of security. This preferred stock is gradually being retired 
by funds accumulated by the corporation through deducting 
specified amounts from the grower’s tobacco receipts. Even- 
tually, all the preferred stock issued will be retired in this 
manner. 

In some instances, these subsidiary corporations operate 
not only storage warehouses but also redrying and condi- 
tioning plants. In still other instances, the subsidiary cor- 
porations have found it profitable to own and operate 
assorting and packing houses in connection with their ware- 
houses. At times warehouses, redrying and conditioning 
plants, and assorting and packing plants have been erected 
by the subsidiary corporation, while at other times they 
have been purchased from the farmers. In some cases pool- 
ing associations already in existence have been consolidated 
by the district-wide associations, while in other cases new 
pooling associations have been formed by the growers, and 
these have been district-wide in extent. When practical, the 
plan seems to have been to use what tobacco equipment and 
what organization already existed. 

The district-wide codperative organization differs from the 
other types of associations in several important respects. In 
the first place, the former type signs the farmers up in a 
written contract which virtually forces them to sell their 
tobacco through the association. No other type of associa- 
tion in the tobacco district went so far. In the second place, 
the district association is larger than any of its predecessors. 
Thirdly, the district-wide codperative attempts to perform 
more of the marketing functions than any of the other co- 
operative organizations that previously existed. It will now 
be interesting to discuss the marketing services as performed 
by the new codperative type. 
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Assembly 


Where there is no packing house in connection with the 
district-wide association, the individual tobacco grower as- 
sorts and ties his tobacco into hands and delivers it to the 
receiving houses of the association. Ordinarily the organiza- 
tion assigns each grower a delivery date. This is done with 


a twofold purpose in view: first, the method insures a regu- 


lar supply of tobacco; secondly, it avoids confusion. But 
where there is a packing house, the grower usually delivers 
his tobacco to it, and there it is packed by experts. Under 
a system of codperative assembly, there is possibly more 
order than under the other marketing plan—although it is 
hard to see many gains for the grower when the codperative 
physically assembles tobacco. 


Grading 


The farmer has a distinct advantage in codperative grad- 
ing, for then grading is done in his interests rather than in 
the interests of the buyer. The accuracy of the grading is 
also unquestioned. Ordinarily the following plan is followed 
in grading: When the farmer delivers his tobacco to the ware- 
house, it is weighed, placed into baskets, and tagged. To 
the farmer is given a statement indicating the grades and 
weights of tobacco which he has delivered to the association. 
The grading is done by men who are expert in the process, 
and who are generally licensed for the purpose under the 
United States Warehouse Act. 


Packing 


A good deal of the tobacco, after it has been graded, is 
conditioned and packed in codperative plants. When the 
tobacco is packed it is inspected, regraded, sampled, and 
weighed. This work is generally done by competent, reliable 
men who are licensed under the United States Warehouse 
Act. Hence the grower is assured that the packing is done 
properly for him. Nor is this all. The codperative packing 
enables the packers to divide the tobacco into grades of like 
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quality before packing it into hogsheads or cases, for the 
volume of business is so great that such divisions are com- 
mercially practicable. Under individual packing it is some- 
times necessary to mix the different qualities in order to 
procure enough tobacco to make commercial packing profit- 
able. Codperative packing, therefore, insures a better pack 
than individual packing. This is true because, in the first 
place, the codperative packing is generally done by more 
expert men and because, in the second place, it is generally 
done on a bigger scale. 


Storage 


Some codperative associations store tobacco in their own 
plants while others store it in public storage houses, many of 
which are licensed under the United States Warehouse Act. 
Inasmuch as the codperative associations handle a large vol- 
ume of business it may be that they can utilize storage space 
better than private concerns or individual growers who have 
a smaller amount of tobacco. At any rate there is a possi- 
bility for economy along this line. But the big advantage of 
cooperative storage is that it enables the growers to get ad- 
vances for their tobacco while it is in storage. 


Financing 


These district-wide associations procure financing funds 
from different sources. Ordinarily, the subsidiary corpora- 
tions are organized with sufficient capital stock so that they 
can purchase, own, and operate redrying and conditioning 
plants, assorting, and packing houses as well as storage ware- 
houses. To make advances to the growers and to meet the 
operating expenses, the associations usually borrow money 
from the banks, using notes and warehouse certificates as 
security. For these same purposes, arrangements were made 
with the War Finance Corporation for loans. Then as the 
associations make tobacco sales, they gradually pay off their 
loans; and gradually make settlement with the growers. But 
final settlement with the grower is not made till the season’s 
pool has been closed, the year’s crop sold. The cooperative 


COOPERATIVE TOBACCO ASSOCIATIONS 197 


method of financing has enabled the growers gradually to 
feed the markets to some extent, and to wait in some cases 
for higher prices before selling. 


Risk-Taking 


The tobacco pool has been one means by which tobacco 
growers have distributed some of the risks incident to mar- 
- keting. Formerly the pool was generally local in extent, but 
now it is usually district-wide in area. The different grades 
of tobacco are pooled for a season, and the grower receives 
the average price of the grade less the costs of handling. 
This method insures the grower against a price below the 
average which formerly he may have received before the 
day of pooling. Codperative marketing also reduces the 
losses arising out of poor grading and packing, for now tobacco 
grading and packing are generally done by experts in the 
interests of the growers. 

The producer may also gain from the efforts of the as- 
sociation to feed the markets more evenly than they were 
formerly fed with tobacco. That is to say, the grower by 
storing tobacco may procure higher prices than would other- 
wise be possible. But this probable gain is contingent upon 
the ability of the sales manager to forecast demand somewhat 
accurately. At present, it may be that as many associations 
lose money by holding tobacco for higher prices as there are 
associations that gain. But when more careful studies are 
made along the line of orderly feeding the tobacco markets, 
savings from such methods will be in the range of probability. 


Distribution and Demand Creation 


The district-wide associations sell some tobacco in the 
loose-leaf form, and some they redry, place in hogsheads, 
store, and sell later. Some of the tobacco is sold by the co- 
operatives to middlemen and some is sold directly to manu- 
facturers. The trend seems to be toward direct sales to 
manufacturers. At times, the associations sell at home and 
at other times, abroad. Occasionally, the sales of some as- 
sociations run into the millions of dollars. For instance, it 
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is reported that the Burley Tobacco Growers’ Codperative 
Association made a sale to one buyer of $14,250,000 worth of 
tobacco at one time, and at another time it closed a deal in 
which it disposed of some 1,750,000 pounds of tobacco.® 

These associations are endeavoring to utilize as many home 
markets as feasible, preferring to market in most cases di- 
rectly to manufacturers. Just now the codperatives are also 
making a definite effort to extend their activities to European 
countries. The Burley Growers’ Codperative Association has 
made arrangements to have its own salesmen in Europe. Al- 
ready a representative has been established in Brussels. “He 
will call upon the governments buying tobacco similar to 
Burley, also upon private manufacturers.”® This organiza- 
tion has made three sales to the Italian government. 

Certain gains may come from the activities of codpera- 
tives in creating demand and distribution. They may be able 
to eliminate some middlemen, and thereby effect savings. 
They may be able to widen the tobacco markets and thereby 
eventually increase tobacco prices, unless the supply of to- 
bacco keeps pace with the ever-increasing demand. Finally, 
they may effect economies by large-scale selling, and by sell- 
ing on the basis of standardized grades. 


Conclusion 


The codperative efforts that tended to limit the supply 
of tobacco were not altogether successful in the long run. 
The restriction of acreage is difficult. However, these early 
attempts resulted in the establishment of codperative ware- 
houses, and better credit facilities. Codperative packing 
hardly goes far enough. It provides opportunity for better 
grading and the like, but certain selling hazards still hover 
over individual growers, for under this system they usually 
have to do their own marketing. Moreover, too many of the 
cooperative packing houses are not regularly used to make 
for economical packing, and as one consequence many of 
them have failed. 


5 Agricultural Codperation, Jan. 19, 1925, p. 23. 
8 Ibid. 
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Codperative sales agencies have not been given sufficient 
power to tend toward real merchandising. They have, as a 
rule, been of some value to the tobacco growers, for the agen- 
cies ordinarily are better posted on marketing matters than 
individual growers. So even when the growers have refused 
to permit their tobacco to be sold through the codperative 
agency, they have nevertheless gained some valuable in- 


-formation from it. 


The district-wide codperative tobacco associations are more 
promising than any other type of tobacco organization yet 
established. They have opportunities for effecting real sav- 
ings for the growers by performing many of the marketing 
services more efficiently than other concerns or than indi- 
viduals. Whether or not they will “grasp opportunity by the 
forelock” will be shown in the future. As yet they are too 
young to appraise their results scientifically, for they have 
grown up since 1921. However, the rapid growth of these 
associations seems to indicate that the farmers believe in 
them. There are about 300,000 members in these codperative 
associations at present, and they have a volume of business 
ranging between fifty and ninety million dollars a year.’ 


QUESTIONS AND PROBLEMS 


1. Describe the regular methods used to market tobacco and point 
out their defects. 

2. Give an account of the activities of the American Society of 

Equity among the tobacco growers, telling what the net results 

were. 

Why is it impossible for tobacco growers to fix prices? 

Outline the advantages of codperatively packing tobacco. 

Give the weaknesses of codperative tobacco sales agencies. 

What results might be expected from district-wide codperative 

tobacco associations ? 

How do you account for the great progress that has been made 

in codperation among tobacco growers recently? 


So See OS 
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7U. S. Department of Agriculture Bulletin 1302, p. 63; “Charts of 
Codperative Marketing and Purchasing Associations, 1925,” U. S. Bureau 
of Agricultural Economics, January, 1928. 


CHAPTER XIV 
COOPERATIVE LIVESTOCK ASSOCIATIONS 


History 


To the Grange must be given the credit for first developing 
cooperative marketing of livestock in this country. The 
Grange gave birth to a number of codperative livestock ship- 
ping associations in the early seventies of the last century. 
Most of these organizations were operated as shipping agen- 
cies, under the management of Grange purchasing and selling 
agents. Some associations were incorporated, while others 
were nonincorporated. For a time many of these early or- 
ganizations thrived, but the great majority of them died 
when the Grange declined. 

The next movement occurred in 1877, down in Tennessee. 
At Goodlettsville several farmers organized a lamb club, 
which acted as a cooperative agency. This club graded, 
pooled, and sold lambs and wool at auction. It is refreshing 
to know that this association is still in existence. 

In the early eighties the Farmers’ Alliance was also in- 
strumental in organizing a number of codperative livestock 
shipping associations in Kansas, Nebraska, Iowa, and Mis- 
sourl. While some of these offshoots still exist, the great ma- 
jority passed out as quickly as the Alliance. Following the 
third attempt, the American Society of Equity launched a 
good many livestock shipping associations during the first 
part of this century. Wisconsin, Minnesota, and Iowa proved 
fertile soil for this society to operate in. To this day many 
of these codperative associations are going concerns. 

While many of these early attempts proved unsuccessful 
financially, undoubtedly they pioneered the way for later 
achievements. At any rate, since 1916 the movement for co- 
operative marketing of livestock has grown by leaps and 
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bounds. It has developed into about 1,600 codperative live- 
stock shipping associations. It has spread from local to 
district, state, and national proportions. And it has enlarged 
so that codperative livestock commission exchanges in many 
central markets fall within the movement. 


Incentives to Codperation 


There have been many and varied reasons given for start- 
ing codperative livestock marketing associations. Some farm- 
ers say that the prices offered by local buyers were not close 
enough to terminal prices, and they therefore organized in 
order to narrow the price range. Other farmers allege that 
the local buyers were merely agents of the packers and stock- - 
yard interests, and they therefore codperated to protect and 
further their own interests. Some farmers maintain that 
they could market their livestock more economically than 
local buyers, and they therefore formed codperative organiza- 
tions. Still other farmers contend that there were no local 
buyers in their territory, and they therefore were forced to 
codperate in order to market their livestock. As a matter of 
fact individual cases are on record to prove all these con- 
tentions. But individual cases in and of themselves are of 
little value unless they throw some light on the whole co- 
operative livestock marketing movement. The whole move- 
ment, its benefits and its weaknesses, must be discussed, for 
only by considering the movement by and large is it possible 
to make a scientific appraisal. 


Promotion of Codperative Organizations 


Many serious-minded persons have felt that the regular 
method of marketing livestock was unsatisfactory and as a 
consequence it is not surprising to find that great farm or- 
ganizations like the Grange, the Farmers’ Alliance, the Farm- 
ers’ Educational and Codperative Union, the American So- 
ciety of Equity, the American Farm Bureau Federation, and 


the Corn Belt Meat Producers have been interested in pro- 
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1“Charts of Codperative Marketing and Purchasing Associations, 
1925,” U. S. Bureau of Agricultural Economics, January, 1928. 
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moting codperative livestock shipping associations and cen- 
tral codperative commission exchanges. Neither is it surpris- 
ing to find individual farmers and extension workers engaged 
in this promotion. Out of all these past and present efforts 
what have been the results? They have been many an 
far-reaching. 


Present Status of Codperative Shipping 


At present it is estimated that there are approximately 
1,600 livestock shipping associations and many central co- 
operative livestock exchanges. The shipping associations 
seem to have a strong foothold in these states: Minnesota, 
Iowa, Wisconsin, Illinois, Missouri, South Dakota, Indiana, 
North Dakota, Michigan, Kansas, Ohio, Nebraska, Colorado, 
Alabama and Virginia. About 65 per cent of the livestock 
shipments from Minnesota and Wisconsin are codperative, 
while about 35 and 25 per cent of the respective shipments 
from Illinois and Iowa are codperative. 

In 1921 Professor B. H. Hibbard estimated that the total 
volume of business for codperative livestock shipping associa- 
tions was about $250,000,000.2 In 1928 the United States 
Bureau of Agricultural Economics estimated that livestock 
marketing associations did a business of $320,000,000 in 1925. 
The business of central codperative livestock commission ex- 
changes has also been growing rapidly since 1916. To illus- 
trate: The codperative agency at St. Paul handled 31.6 per 
cent of the receipts in that market during the first half of 
1927. The thirteen codperative firms operating in terminal 
markets and affiliated with the National Livestock Produc- 
ers’ Association handled 4,854,549 animals in 1926. More- 
over, some of these codperatives have paid high dividends, 
running as high as 38, 40, 46, and 60 per cent, according to 
Steen.* : 

The extent of the business might also be shown from the 
angle of individual livestock shipping associations. Messrs. 


2H. B. Hibbard, Marketing of Agricultural Products, p. 91. 
8 Agricultural Coéperation, June 11, 1927, p. 225. 
4Herman Steen, Codperative Marketing, pp. 108-111. 


COOPERATIVE LIVESTOCK ASSOCIATIONS 203 


K. G. Nourse and C. W. Hammans made an investigation 
of codperative livestock shipping associations in Iowa in 
1920; and in their bulletin among other tables, they gave the 
following: 


TABLE IX 


VoLumME or Business or 342 Iowa Codprrative Livestock 
Surpprne Associations © 


Num- 
ber of Aver- 
Annual Total Cars Cars Cars Not i age 
Shipments| Cars Hogs Cattle | Sheep| Specified ee Vol- 
tions | UMS 
Below 50 3,727 967 176 3 2,581 120 31 
50-100 8,771 2,770 567 40 5,394 127 69 
100-200 10,775 3,279 657 51 6,788 84 128 
200-300 .. 2,143 705 196 46 1,196 9 238 
Above 300 925 621 242 22 40 | 2 | 463 


Torau...| 26,341 8,342 1,838 162 | 15,999 | 342 77 


This table gives a good idea of the average volume of 
business done by associations in Iowa. Similar tables have 
been constructed for Minnesota and Wisconsin, but perhaps 
the Iowa illustration is sufficient to give a fair representative 
idea of business volumes for individual associations. 


Savings through Codperation 


It is the belief of managers of codperative livestock ship- 
ping associations in Iowa that their members save from 50 
cents to $1.50 a hundred on livestock shipped codperatively. 
Investigators, however, think that over a long period the 
net gains accruing to Iowa farmers are from 20 cents to 75 
-cents a hundred in the majority of successful associations. 
For the year 1920, it was estimated that Iowa livestock men 
saved about $55 per car or a total of $2,736,470 on 49,754 
cars that were shipped codperatively.® 
Re Sy BE ei ee 

5 Towa Experiment Station Bulletin No. 200, p. 407. 

6 Ibid., p. 423. 
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Another investigation into codperative livestock shipping 
in Portage County, Ohio, indicates that a saving was effected 
of over $50,000 or 5 per cent on the 1920 codperative ship- 
ments of that county which approximated $1,000,000." Pro- 
fessor B. H. Hibbard says that estimates from managers of 
150 (Wisconsin) associations placed the saving at from 20 
cents to $2.50 a hundredweight and from $15 to $250 a car. 
“The great majority of estimates lie between $50 and $150 a 
car. Using the lowest figure the total saving would amount to 
$1,500,000 a year.” ® 

The codperative livestock exchanges also show various sav- 
ings. It is claimed that the Farmers’ Union Livestock Com- 
mission Agencies effect a saving in selling charges that run 
over $250,000 annually.® One year the codperative livestock 
exchange of Omaha paid a 388 per cent dividend; the one at 
Sioux City paid 40 per cent; and the one at St. Joseph paid 
25 per cent one year and 50 per cent another year.?? Clearly 
these savings are worth considering. It will now be inter- 
esting to discuss the different types of codperatives effecting 
these economies. 


Types of Organizations 


Some local associations handle only livestock while others 
handle other farm products as well. Where there is not suf- 
ficient volume of livestock to keep a manager busy continu- 
ously, one way to retain him is to provide other business for 
him so that he will be employed all the time. Another 
method pursued is to let him find his own employment when 
the association has nothing for him to do. Which of these 
practices is better is problematical. Perhaps local conditions 
will determine in a large measure which of the two methods 
is more practicable. 

Some local associations are incorporated while others are 
nonincorporated in form. Of these two types the former is 


7 Steen, op. cit., p. 96. 

8 University of Wisconsin Bulletin 314, p. 6. 
®Steen, op. cit., p. 109. 

10 [bid, pp. 105-09. 
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always preferable. This is true because a nonincorporated 
local livestock shipping association is a partnership, and its 
members therefore assume unlimited liability. If Americans 
know it they are reluctant to assume such liability, and espe- 
cially when there is no need of doing so. When and where 
possible, livestock shipping associations ought therefore to 
be incorporated. 

In addition to local livestock shipping associations, there 
are county and state associations. Ohio has fifty-six county 
associations; Illinois, twelve; and other states about fifteen. 
There are certain advantages the county plan has over the 
local scheme: (1) A better manager can be employed because 
of a bigger business. (2) Operating expenses can be cut 
down because of a larger volume of business. (3) Marketing 
risks can be distributed better because of a larger busi- 
ness. (4) Damage claims can be pushed more effectively be- 
cause of a bigger organization. (5) The livestock flow to 
the markets can be better regulated because of a wider con- 
trol over shipments. 

Many of these county associations have been federated 
into state associations, and some of the state associations have 
federated into a national organization. Such federations are 
considered helpful because they make for standardization of 
records and of practices in marketing. Then, too, the fed- 
erations are in a better position to work for the legislative 
interests of the livestock producers than are the scattered 
locals. 

Besides local, county, state, and national associations, there 
are a number of central livestock exchanges. These ex- 
changes, generally incorporated, perform about the same 
functions as the regular livestock commission houses. The 
ways in which codperative livestock concerns perform their 
functions and the probable advantages derived from such 
functions will now be considered. 


Assembly 
Ordinarily a manager notifies the members of his codpera- 
tive livestock shipping association when a carload of stock 
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will be made up for sale. On the date designated the farm- 
ers bring in their livestock to the manager to be marked, 
sometimes to be graded, and to be sold. Usually, shipments 
are attended to by the manager and accompanied to the 
livestock markets by him. This method is more convenient 
to the individual farmer than was the old scheme. 

Before the days of coédperative shipments, the farmer was 
not always sure just when the local buyer would come around 
to buy and to take his stock. Because of this uncertainty, 
the producer at times overfattened or underfattened his stock. 
Coéperative assembly, therefore, enables farmers to time their 
fattening, in accordance with the date of shipment, better 
than the old method. Codperative assembly in so far as it 
abolishes local buyers also eliminates the overlapping of 
buyers to that extent. But when it merely adds another 
local marketing agency it increases this duplication. 

It is believed, moreover, that assembly is done on a larger 
scale when it is done codperatively. If so, herein may lie 
another economy. While there are few figures on this point, 
some of them indicate a saving by codperative assembly. An 
investigation carried on in Minnesota shows that “where 
local buyers have probably been taking $40 to $75 a car for 
home expenses and profits, the associations are doing it for 
$16.50.” 14 In 1920, the Hutchinson Codperative Livestock 
Shipping Association reported that it handled $484,973 worth 
of livestock or 282 carloads at a cost, including manager’s 
fee, at only 1.06 per cent. It is reasonable to conclude that 
the successful and well-managed codperative shipping asso- 
ciation performs the function of assembly more efficiently, 
more economically, than local buyers who are doing a rela- 
tively smaller business. 


Grading and Standardization 


In some cases the manager grades the livestock at the 
country point, and then sells them in pools at the central 
markets. Where this is done there is usually a saving of 


11 Minnesota. Experiment Station Bulletin 184, p. 34, 
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time, for it is generally easier and quicker to grade the stock 
at the country shipping point than at the central market. 
In other cases the manager marks each codperator’s stock and 
sells it separately. This is a rather expensive method, 
although it seems to satisfy many farmers better than the 
former practice. But the latter method is probably more ° 
expensive than the local buyer’s way of grading livestock. 
_ Nevertheless, codperative shipping tends to standardize, to 
make more uniform, the livestock produced in a given com- 
munity, for it enables farmers to determine more easily what 
the markets demand. 


Transportation 


The manager of the codperative livestock shipping asso- 
ciation attends to the transportation of the livestock. He 
orders the cars and dispatches them. At times he ices the 
cars in summer and papers the cars in winter to protect the 
livestock while en route. At times he builds partitions in 
the cars to separate different kinds and sizes of animals, and 
beds the cars to make them more comfortable for the live- 
stock. Ordinarily he accompanies the animals to the central 
markets, looking after the feeding and watering of the live- 
stock on the way. All these attentions tend to reduce the 
losses in transit. 

When the association does a good-sized business, very often 
considerable money is saved by shipments in carload lots; 
whereas, if it were not for the association, shipments would 
at times have to be made in less-than-carload lots. In such 
cases the difference between carload and _ less-than-carload 
rates is saved to the farmer. Moreover, the manager is gen- 
erally more effective in pushing claims for damages against 
railroads than are individual farmers or local livestock buy- 
ers who do a smaller business. Likewise he is usually more 
effective in getting promptly the right kind of cars desired. 


Distribution 
The chief gains coming from distribution through codp- 
erative marketing are in the main the result of more direct sale. 
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Codperative marketing often means that the farmer’s repre- 
sentative deals directly with the packer, the feeder, the breeder, 
and the speculator. If it were not so, the livestock would 
pass through more hands and would consequently cost more 
in many instances to market. It is also believed by some 
that the codperative salesman is less likely to have buying 
favorites than the regular commission man. Likewise it is 
believed by some that a large codperative commission ex- 
change can employ more efficient salesmen than a regular 
commission firm with a smaller volume of business. How- 
ever, there are not the chances for gains through codperative 
distribution in the case of farm products like livestock that 
have a steady demand as in the case of farm products like 
prunes that have a demand in the making, because in the 
former case the distributing channels are more dependable 
than in the latter case. Nevertheless, the dividends paid 
patrons of many codperative exchanges, as previously noted, 
reflect the value in a large degree of codperative livestock 
exchanges in taking care of this marketing function. 


Financing 


Farmers can, perhaps, organize and market their livestock 
on less money than they can market any other goods. To 
market animals codperatively, little equipment is necessary. 
An office, marking materials, weighing equipment, and a sink- 
ing fund are the main materials prerequisite to codperative 
livestock marketing. These cost but relatively little. To 
meet these expenses, a membership fee is sometimes charged, 
or sometimes an assessment levy is made. One association 
makes a flat charge of 40 cents per head on cattle, 50 cents 
a head on hogs, and 60 cents on calves.12 Most associations, 
however, pay the manager so much per hundredweight or per 
car. “Of those paying by the hundredweight in Wisconsin, 
the majority paid 3 to 5 cents on hogs and cattle, and 5 to 
10 cents on calves and sheep. Those paying by car allowed 


$3 to $5 a car.”1® Perhaps, the farmers can collectively 
TT 
12Steen, op. cit., p. 94. 
18 University of Wisconsin Bulletin 314, p. 10. 
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finance the marketing of their livestock cheaper than mid- 
dlemen or individual farmers, especially where the codpera- 
tives are large enough to handle the business efficiently. 


Risk-Taking 


Cooperative livestock shipping associations distribute indi- 
vidual losses over the shoulders of the many so that they 
are not greatly noticed. Two methods are in vogue to insure 
against losses en route. The more common plan is to create 
a sinking fund out of which individual losses are met. A 
small deduction is made from the market receipts of each 
shipment, and this is placed into a sinking fund for insur- 
ance purposes. While the rate of this charge varies widely, 
charges of 3 to 5 cents per hundredweight seem to be most 
common. The other way is to permit commercial insurance 
companies to perform this service by charging a rate of 9 
cents per head on hogs, and 15 cents per head on cattle where 
shipments were under 150 miles, and 12 cents per head on 
hogs, and 20 cents per head on cattle when shipments ran 
from 350 to 750 miles.’* 

Usually, the codperative sinking fund insurance covers 
losses from the delivery of the stock at the local shipping 
point until they are sold in the terminal market, whereas 
the commercial insurance merely covers losses en route. 
Commercial companies, moreover, limit their liability by re- 
fusing to assume losses due to overloading cars. If the co- 
operative association is expertly managed, its sinking fund 
for insurance is generally both ample and economical. For 
the codperative, there is nothing to be gained in employing 
commercial insurance. What the commercial company would 
take by way of profit is retained in the codperative company. 

Other risks incident to marketing may also be minimized 
by codperatives. Risks due to price fluctuations in the vari- 
ous markets may be assumed better by a codperative ship- 
ping association than by individual farmers or some local 
buyers, if the codperative is efficiently managed. The expert 


(el al ES eee ne naan Pama ltt ree Danse ne eta 
14Towa Experiment Station Bulletin 200, p. 419. 
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coéperative manager, by the control of a good volume of 
business, by the intelligent use of market news, and by di- 
version en route, may prevent some market gluts. If prices 
are unduly low at a given time, his control over business vol- 
ume may enable him to market the stock later. If prices are 
higher in one market than another, his knowledge of these 
prices may enable him to choose the higher-priced market. 
If the various market prices disproportionately change while 
the animals are en route, his knowledge of this change may 
enable him to divert the stock to the highest market. Cer- 
tainly the expert codperative manager can do all these things 
better than the ordinary individual farmer or the small local 
buyer. 


Processing 


The farmers in the United States have not as yet been very 
successful in processing animals into meat products. Quite 
a number of codperative meat packing plants have risen in 
this country, only later to go to an early grave. True, some 
have succeeded, but they are not as conspicuous as the fail- 
ures. However, in Denmark the farmers have been very 
successful with their codperative bacon factories. It is said 
that Danish farmers get “back in the price of the bacon hog 
the largest percentage of the price paid by the consumer for 
any considerable quantity of meat in the world, marketed by 
the indirect method. It has been reported that he gets 90 
per cent of the wholesale price.”*® The example of the 
Danish farmer may be something worth while for the Ameri- 
can to strive for. Nevertheless, in meat processing the 
American farmer will have to compete against our great 
packers—and they are among the most efficient manufactur- 
ing and marketing agencies in the country. While there are 
no inherent reasons why American farmers cannot succeed 
in processing meat, their prospect of success is, to say the 
least, remote. 


Pe ae 


15 Hibbard, op. cit., p. 334. 
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Criticisms and Conclusion 


A number of codperative livestock shipping associations 
are marketing miscellaneous, ungraded, inferior animals. 
Simultaneously patrons of these associations are in some in- 
stances marketing their best stuff through the indirect chan- 
_nel. The result is that many central buyers look unfavorably 
upon codperative shipments. One way to check the growth 
of this bad reputation is for the codperative association to 
market only high grade animals. 

The disloyalty of the members in some associations is an- 
other weakness. Many patrons look favorably upon codp- 
erative shipments when they are dissatisfied with local buy- 
ers. But just let one of these private buyers offer these 
members a dime more than they think the association will net 
them and disloyalty is reflected by the withdrawal of busi- 
ness from the association. A long-term written contract may 
be one method by which the association can depend upon 
a volume of business that is steady. 

An inadequate volume of business has been given as the 
weakness of a number of codperative associations. Certain 
investigators place an annual minimum of 100 cars as one 
prerequisite for success in codperative livestock shipping. 
Messrs. E. G. Nourse and C. W. Hammans suggest an annual 
“volume of from 500 to 1,000 cars as the ideal which should 
be aimed at by the local shipping associations.” 1° 

Associations having less than 100 cars of stock a year might 
amalgamate in certain cases and thereby insure sufficient vol- 
ume. That is exactly what has been done in some states. 
Out of many local associations have grown county organiza- 
tions. Codperative livestock exchanges may, also, increase 
their business by contracting to market the stock of a num- 
ber of local or county or state shipping associations. Already 
a number of codperative central exchanges are doing that 
very thing. 

Mismanagement likewise is said to be a defect of a good 


16 Towa Experiment Station Bulletin 200, p. 433. 
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TABLE X 


Experience or Men Wuo Manace Iowa’s CoOprrative Livestock 
Surppinc ASSOCIATIONS 17 


Experience as Shipper Other Business of Manager 
Num- Num- 
ber ber 
Years Re- Kind of Business Re- 
port- port- 
ing ing 
None specified ........... Q02ibarmer wes oth aoe. cates 186 
6 months or less ......... 22 || Elevator manager ....... 33 
6 months to one year .... 52 || Storekeeper ............. 12 
He De een er oe tire escusarerales 44; .\\\ Postmaster. <0. 62sec ma cae 4 
Dae Gat MARRS Rance es ie Bu aD OME D5e | | SAUCHONEGeE® cack. tnreh eee 3 
BEAM AA Seas: a oitcinis ene wei es 14 |) Dayalaboreriac, fa. ee 3 
LESS et Rea a aR anh PAILS te 16 || Farmer and insurance ... 3 
ORs sti osaicos ieleieys to tone Saas ere 12 ||Lumber dealer .......... 3 
Ch SoMa ree alg Sree ch Air a re 6 || Produce company ....... 3 
Oa CERI Ger ee SRR GT) Nea 5 || Retired farmer .......... 3 
MIRO eiat ia naka aly teers hers Sane Pa Banker ise eaters 2 
MIME rte ccsnvest ia orercrenstanue nae 144) Creangenyyaeerc aw seetteatces 2 
7d a Rare Cae AE) SS 6 9 || Farmer and banker ...... 2 
1S eee oaeattce ce etree 9) .|| bands dealeriwaee a. ase 38 2 
AR ia ce eae ana eae 2 SIP ain ter ire) screw abe hea 2 
Hpmaene reise ets src ome ear Gir [eirucking =e neh amie 2 
TIS} leech a mee AR a eee 1 ||Creamery and farmer .... 1 
LOB eee ree lek ies ho: eset Sa 1 || Elevator and garage ..... 1 
711) SY Ge REIS POR URGE CREA ET Ss 11 || Farmer, railroad agent and 
UPR Garenite, Cisse lores ar near tate 1 DANKER Cea ete eee 1 
741i) RS, SEEN GER OE STE SPE Ora EA AN Carages inure wanies ok es 1 
AUIS eres ed Pr ae IRS Para a 4: 7|: Insurance) Graben cet: 1 
DOME TEETER bi oilalecerneon 2 siitMiargl cearierce cae eure ie 1 
Maisonette iu nea es eaten i 
Meat market ............ 1 
Qil’ stationse “S22. ke 1 
Postmaster and farmer .. 1 
Railroad agent ..........; 1 
Road patrolman ......... 1 


Secretary of telephone 
company 
EE a eee eects AEAL, NL PENTEL Des hh LA RN NA 


17 Tbid., pp. 429-30. 
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TABLE XI 
ACQUAINTANCE oF MANAGERS wiTH TERMINAL Markets 18 


Replies of 428 Managers to the Question “How Often Do You Visit 
Your Terminal Market?” Are Classified 


Number Number 

How Often Revecung How Often Resorinn 
Every Week .......... 2 With every shipment.. 2 
Every two weeks...... 7 With every car of cattle 1 
Every month.......... 25 With nearly every ship- 
Every six weeks....... 1 TREN Share niet a cor 1 
Every two months..... 13 With every shipment 
Every three months.... 22 through summer..... 1 
Every four months.... 37 “Rrequently’ 1 ue 9 
Every six months...... 56 “Several times a year”. 1 
Once in eight months. . 1 “When necessary”..... 11 
Once in ten months.... 1 ‘Rarely singe bt one 12 
Once a year ......... 52 ING VOR s,s Peet ed the 72 
Once in two years..... 1 Nor replycican na atae ces 100 


many codperative livestock marketing associations. Little 
wonder, too, if the experience of some men who manage co- 
operative associations be taken into account. The accompany- 
ing tables reflect the reason for mismanagement in some cases. 
In a gocd many instances the managers of codperative live- 
stock shipping associations in Iowa had less than one year’s 
experience as shippers. Such a limited experience was natu- 
rally not conducive to good management. The types of other 
business engaged in by these managers were numerous and 
varied. In some instances, the two kinds of work carried on 
by each manager were related, but in other cases they were 
quite dissimilar. Where the work engaged in by managers 
was of a coordinating nature it probably helped them as ship- 
pers, but otherwise it may have been a hindrance rather than 
an aid. Very likely, the acquaintance of managers with ter- 
minal markets, as reflected in the next table, also had a bear- 
ing on their efficiency of management. All together, too many 


managers of livestock shipping associations are too inexperi- 
et 


18 [bid. 
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enced as shippers and have too little acquaintance with ter- 
minal markets to make for efficient management. 

If more associations would employ capable and experienced 
managers, the volume of business could be developed more — 
systematically, the organization could be operated more eco- 
nomically, and the bargaining could be done more effectively. 
This seems to be the only way out of mismanagement— 
namely, the employment of expert managers. 

With all its weaknesses, however, the codperative live- 
stock marketing movement is no experiment, it is in the main 
successful. That has been shown by its extent, by its sav- 
ings, and its length of life. To perfect it, to enlarge its 
savings, is the aim for the future. More than likely this ob- 
jective can be attained best by individual associations per- 
fecting their marketing functions. How can I assemble more 
economically? How can I grade and standardize more eco- 
nomically? How can I transport more economically? How 
can I assume risks more economically? How can I finance 
more economically? These are among the pertinent questions 
for the codperative livestock marketing manager to answer. 


QUESTIONS AND PROBLEMS 


1. What reasons have been given for starting codperative livestock 
shipping associations? 

2. Give the advantages derived from codperative livestock shipping 
associations. 

3. What middlemen have been eliminated by codperative marketing 
of livestock? 

4. Which is preferable, the local codperative livestock association 
or the county codperative, and why? 

5. Do you believe a manager of codperative livestock shipping 
should be permitted to buy outright livestock from nonmembers? 
If so, why? If not, why? 

6. What are the chief defects in the present system used to market 
livestock codperatively, and how would you remedy these defects? 

7. How should a manager of a codperative livestock shipping asso- 
ciation be paid? 

8. Discuss the development of codperative livestock exchanges. 


CHAPTER XV 
COOPERATIVE PURCHASING ASSOCIATIONS? 


Incentives to Coéperation 


Groups of rural and urban people have from the first part 
of the last century to the present time believed that there are 
certain retail abuses that could be corrected by codperative 
purchasing. Among these real or imaginary abuses are the 
following: (1) Some allege that retailers charge exorbitant 
prices. (2) Others contend that certain retailers handle in- 
ferior goods. (3) Some maintain that certain retailers fol- 
low the barter system, and that that plan works against the 
best interests of the consumers. (4) Others assert that the 
credit system used by retailers tends to work against the 
interests of customers in three ways: (a) it tends to tie con- 
sumers down to one merchant; (b) it tends to induce con- 
sumers to buy more goods than they otherwise would if they 
were to pay cash; and (c) it tends to make honest patrons 
pay for the bad debts of dishonest patrons. 

Perhaps in certain localities some of these so-called abuses 
have in part or entirely existed and still exist. The varying 
as well as the different prices charged by retailers in a given 
locality when a price war is on naturally lead consumers, 
rural and urban, to believe that retail prices are unduly high. 
Likewise the differences in prices between small towns and 
cities that at times prevail add weight to this belief. No 
doubt in certain places and at certain times some retailers 
charge exorbitant prices for their goods. However, if one 
considers the estimate that about 90 per cent of the retailers 
of this country fail, one may, with reason, believe that on an 


1 Through the courtesy of the Macmillan Company, the publishers, 
the author has been permitted to use in this chapter a large portion of 
Chapter XVI in his book, The Standard of Living (copyright, 1923). 
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average retail prices are none too high. But be this as it may, 
groups of people have from time to time attempted to organize 
codperative buying with a view to getting commodities at 
lower prices. 

In respect to the second contention, it is true that some 
retailers handle goods of poor quality. In fact, in practically 
every town or city may be found second-rate retailers vending 
second-rate goods. But very likely it is equally true that in 
nearly every town and city may be found first-rate merchants 
vending first-rate goods. It is the “second raters” that have 
given rise to some codperative buying concerns. 

When and where the barter system was employed by re- 
tailers it tended to give them an undue advantage over their 
customers. It was easy enough for the merchant under this 
plan to charge the producers from whom he bought goods 
relatively high prices for the goods which he sold them. 
Barter tied the producers to the merchant so tightly that 
they could not shop about for commodities bearing lower 
prices. As a rule, producers resented this scheme, and in 
some cases their resentment reflected itself through the estab- 
lishment of codperative buying organizations which tended to 
free the producers from barter. 

As to the credit argument perhaps there is more truth than 

- fiction in it. The author has heard merchants in conventions 
say that the credit system tends to tie consumers to them, 
tends to induce consumers to buy more goods than they other- 
wise would, if they were to pay cash, and tends to make the 
honest consumers pay for the bad debts of the dishonest cus- 
tomers. The author has also heard consumers contend in the 
same vein, substantiate the merchants’ argument. Where 
some customers have been unable to overcome this so-called 
abuse by trading with cash merchants, they have tried to 
overcome it by forming codperatives through which to pur- 
chase goods. 

In their efforts to buy goods codperatively, people have 
organized buying clubs, and established codperative stores. 
It will now be interesting to discuss the buying clubs. 
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Early Buying Clubs 


A coéperative buying club is a loosely organized group of 
consumers who aim to buy a portion or all of their goods 
cooperatively. It may be used wholly for buying purposes, 
but more generally it has in view manufacturers, storing, 
marketing, productive or social objects as well. It is dif- 
. ferentiated from a store in that the club takes orders for 
goods, fills them, and distributes the goods to its members, 
while a coéperative store invariably has a stock of goods on 
hand for sale at all times. 

Codperative buying by clubs in the United States dates 
back to 1844. At that time, one J. G. Kaulback organized a 
codperative club in Boston.? Later, namely during the seven- 
ties of the last century, the Patrons of Husbandry, and the 
Sovereigns of Industry,‘ bought goods extensively through 
clubs. In some cases the local grange or “council” bought 
articles outright from its members. In other cases, local 
granges pooled their orders for goods, purchased, and dis- 
tributed them through a country or state purchasing agent. 

A few of these early clubs developed into codperative stores, 
but most of them failed due to a variety of reasons. In the 
first place, manufacturers furnished purchasing agents with 
confidential price lists and, in furnishing them, asked the 
agents to keep these prices confidential. Contrary to in- 
structions, however, the price lists were rather freely passed 
around to competing manufacturers for the purpose of exact- 
ing more favorable terms. This practice resulted in a refusal 
to sell goods to agents. Retailers also took drastic measures 
to kill clubs. Manufacturers were’ appealed to, and bankers 
in certain instances were enlisted against clubs. The one group 
willingly refused to sell to granges, and the other group re- 
fused in some cases to extend credit to granges. Moreover, 
mismanagement of clubs was common. Many of the purchas- 
ing agents were either farmers who knew scarcely anything 
(ot sy pail ip lel lll li ae 


2Sonnichsen, Consumer’s Codperation, pp. 145-6. 
8 For a detailed discussion see Buck, The Granger Movement. 


4Sonnichsen, op. cit., p. 147. 
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about business or commercial men who had failed in business 
before attempting to steer the grange club in its proper path. 
Then, too, the reaction in the seventies which followed the 
mushroom growth of the Grange carried in its wake many 
of the buying clubs down to destruction. 


Recent Buying Clubs 


Following these early attempts of clubbing together co- 
operatively, however, other clubs have sprung up here and 
yonder. Down in Florida, Gregorio Chavez, in 1914, started 
a number of clubs.5 Some of these developed into regular 
codperative stores, while others remained as regular clubs. 
But Minnesota, perhaps, offers the best recorded examples of 
the activities of clubs, that is of farmers’ buying clubs.® 

In 1914 and 1915 the University of Minnesota made a 
scientific survey of fifty such clubs. These organizations 
purchased mainly standardized products for their members. 
Among the commodities bought were flour, coffee, tea, meat, 
apples, dried fruit, cheese, breakfast foods, table salt, sugar, 
coal, and productive goods like machinery and feeds. For 
a period of eighteen months the total volume of business of 
fifty clubs was less than $100,000. 

Purchases were sometimes made by the secretary or man- 
ager of the club, and sometimes by special committees con- 
sisting of club members. In the case of the committee pro- 
cedure, a special committee was appointed for each individual 
purchase. Rarely did an officer or member receive remunera- 
tion for buying, and when he did it was small, amounting to 
50 cents a ton for flour or feed, or a commission of from 3 
to 5 per cent on goods bought in less than car lots. 

Commodities were bought from local merchants, mills, 
wholesalers, manufacturers, and the state prison. Where pur- 
chases were made from the outside, sometimes the goods were 
taken immediately from the car to the farmstead by the 
patron, sometimes they were stored in warehouses, creameries 
or “on track” until the patron could remove them to his farm. 


5 Tbid., p. 164. 
8 Minnesota Experiment Station Bulletin 167. 


COOPERATIVE PURCHASING ASSOCIATIONS 219 | 


Seldom were demurrage or storage charges imposed on the 
consumer. 

As regards paying for purchases made out of town, there 
were two methods in vogue. First, the club member in charge 
of the shipment advanced the money to the out-of-town firm 
sending the goods, and afterwards collected from the in- 
dividual consumers interested. Second, the out-of-town firm 
sent its bill to the town bank, and this institution made set- 
tlement for the purchasers, collecting from either the in- 
dividual purchasers or club officers in charge. But when 
purchases were made directly from local firms, the merchant 
or miller collected from each individual patron of the club. 


Services of Buying Clubs 


It is rather difficult to evaluate the relative services these 
and similar clubs render their members. Undoubtedly, a 
great deal of time is lost in buying more or less haphazardly 
like this. Unquestionably, some club purchases do not pay 
for the financial cost entailed in making them. And in- 
variably, the ill will of local merchants is incurred when 
clubs buy commodities from the outside. This attitude on 
the part of merchants may easily be reflected in exorbitant 
prices consumers have to pay for the goods they must buy 
at home. 

On the other hand, consumers are educated in pulling to- 
gether by buying codperatively like this. Also, they come 
to know the advantages in buying in large quantities. But 
when all expenses of time and labor are entered in the trans- 
action, it may be an open question whether consumers as a 
whole really make much through club buying. Table XII 
partially represents the case of the Minnesota farmers who 
bought in club lots.” 

If individual cases are taken by themselves, however, there 
can be little or no doubt that certain consumers have effected 
substantial savings by club buying.® Some elevators, ware- 
areas enemy tire Jae Oey a 


7 Jbid., p. 32. 
8For definite illustrations see Minnesota Experiment Station Bul- 


letin 167, and Circular No. 5 of the Nebraska Experiment Station. 
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TABLE XII 


Codperative Buyine By Firry Farmers’ Ciruss 1n MINNzsor, 
FROM JANUARY, 1914, To Juny, 1915 


Average . |Average Saving 
Number Amount Average Saving as Estimated 


Commodity | of Clubs Bauch: by as Estimated by. Bets 


Purchasing Bion Club by Each Club Denters 

Heedyig sist 35 39.5 tons |$4.75 per ton /|$3.66 per ton 
OUT ie ae cet 18 25.5 tons 90 per bbl. 69 per bbl. 
Twine ..... 9 4,637 Ibs. 02 per lb. .01 per lb. 
Groceries . OLS: NG 16 per cent | 8.5 per cent 
Wate cube oe 6 1 car 23 per cent | 8 per cent 
Oil and 

gasoline . Gave teieteie coe: as 04% per gal./$ .05 per gal. 
Machinery . ere ara at ca Ma 
Saltih. a.wiecs 4 1.5 cars 34% per bbl.| 10% per bbl. 
| Oo): Ue 4 2 cars 1.10 per ton .75 per ton 


* Cannot be stated in quantities; total value not ascertained. 


houses, and produce associations that have expert managers 
succeed splendidly in buying supplies codperatively. For ex- 
ample, the California citrus fruit association purchases an- 
nually for its members millions of dollars worth of supplies.® 
As efficient a manager as the manager of the California 
citrus fruit association would hardly continue to buy goods 
codperatively for the growers if it did not pay. Profitable 
club buying, however, is dependent on a number of factors— 
favorable markets in which to purchase goods, large-quantity 
purchases, standardized goods, and above all, wise buyers. 
As all know, there are two kinds of purchasers, the wise and 
the otherwise. Only the wise should be intrusted with the 
important task of buying goods for clubmen. The next co- 
operative source of buying to be considered is the codperative 
store. 


History of Coédperative Stores 


Many codperative store waves have swept over the United 
States. The first movement developed out of the activities 


®See annual reports of the California Citrus Fruit Association. 
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of one J. G. Kaulback, in 1844. His purchasing clubs (al- 
ready noted) federated into the Workingmen’s Protective 
Union, which later changed its name to the New England 
Protective Union. At its height this organization comprised 
over 400 divisions, had a membership of over 5,000, possessed 
more than $225,000 working capital, and effected sales that 
ran considerably over $500,000 a year. Because of internal 
quarrels, however, this society split up. Out of it grew the 
American Protective Union. Like its parent, this association 
made great temporary strides. By 1857 it operated 700 stores 
located in New England and in regions as far out as Illinois 
and Canada. But unfortunately this codperative wave re- 
ceded shortly before the Civil War. The downfall of the 
movement is attributed to a number of causes. In the first 
place, these early stores were not conducted on Rochdale 
principles. Articles were sold to members as nearly at cost 
as possible. This procedure of course turned out to be im- 
practicable. In the second place, the central organization 
married such moral issues as prohibition. Every member was 
pledged not to touch alcoholic liquors. This requirement alone 
limited the membership. Finally many members enlisted in 
the contending armies that fought out the Civil War. This 
was the final blow for most of the stores. 

The next movement followed on the heels of the Civil War. 
It spread from Maine to Texas and as far westward as the 
Rockies. It was initiated by the Patrons of Husbandry. 
Numerous stores were established by this order. While a 
few of them still survive, most of them were destroyed during 
the rapid decline of the Grange in the seventies. 

A third movement was inspired by the Sovereigns of In- 
dustry, founded in 1874. This organization formed local 
groups known as councils. Each council engaged in co- 
operative buying. While about half of these councils never — 
developed beyond buying clubs, the other half eventually 
opened up codperative stores. Originally, each store was 
managed by a board of representatives, the representatives 
being chosen by the councils which organized the store. 
Capital, used as a financing fund, received 7 per cent interest 
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and no more. Members only could trade with the store. A 
profit of 214 per cent was made on sales. Half of this profit 
went into a sinking fund, and the other half went into the 
councils’ treasuries. The financial plan of organization, how- 
ever, gave way later to the Rochdale system. 

The Sovereign stores held sway from 1874 to 1880. Dur- 
ing this period stores dotted the Atlantic seaboard from Maine 
to Maryland. The most notable store, perhaps, was the one 
located at Springfield, Massachusetts. In 1876, 3,000 members 
belonged to it and its sales amounted to some $135,000. Bad 
management together with other causes finally drove most of 
these stores to the wall. By 1880 few were left. 

In the meantime the Knights of Labor launched out a fresh 
campaign for codperative stores. This labor organization 
opened up stores from the Atlantic to Kansas. But most of 
these stores, like the preceding ones, went with their founders 
to an early grave. During the nineties the codperative store 
movement seemed dead in the United States. 

But with the beginning of the present century there was 
an awakening of codperators. Codperative stores grew up 
in California, Washington, Minnesota, the Dakotas, Illinios, 
Wisconsin, Pennsylvania, New York, New Jersey, Florida, 
and elsewhere. So that at the present time it is estimated 
that there are over 5,000 American Codperative Buying 
Societies.’° 

Just what the outcome of this movement will be is problem- 
atical. It is too close for us to judge scientifically. How- 
ever, of all American movements it seems to have the best 
chance to succeed. This is true because the late War gave it 
an impetus; the American Federation of Labor supports it; 
and Wholesale Societies of California, Washington, Minnesota, 
Illinios, and Pennsylvania have united to aid it; and the Co- 
operative League of America, a propaganda organization, is 
fighting for it. But, best of all, most of the local stores are 
following the Rochdale plan, which has made European co- 
operation successful. 


10U. S. Department of Agriculture Bulletin 1302, p. 45. 
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Failures of Codperative Stores 


If one compares consumers’ codperation at home and 
abroad, one is led to wonder why it has been so unsuccessful 
at home and so successful abroad. Here most of the co- 
operative stores have failed; there, most of them have been 
successful. In England one-third or more of the population 
belong to codperative stores. Other European countries are, 
also, dotted with many going concerns’ that are codperative.1 

The reasons assigned for American failures are many and 
varied. Authorities have said that Americans have been too 
individualistic to codperate successfully in buying. Certainly 
it is true that Americans are more individualistic than foreign- 
ers, and this may partly account for our lack of success. It 
has been said by experts that some codperative stores failed 
because of insufficient volume of business. To be sure, a co- 
operative store thrives or languishes according to its volume 
of business as an individual thrives or languishes according to 
the quantity of food he consumes and properly assimilates. 
The one can no more get along without trade than the other 
can get along without nourishment. And no doubt some stores 
have starved because of the want of business, as some persons 
have starved because of the want of food. 

Students of codperation have given other reasons for 
failure2 Bad management is a potent one. Some stores 
have employed inefficient managers. For example, one man- 
ager of a codperative store was known to let drummers talk 
him into buying out-of-date clothes. The result was bank- 
ruptey, because customers refused to buy and to wear the 
clothes. For instance, another manager of a store failed to 
keep accounts for one year. He thought his head was as 
good as a set of books. The outcome was failure. Further 
to exemplify: one manager whose monthly trade amounted 
to $5,000 employed two clerks and one team for delivery— 


11See the issues of the International Review of Agricultural Eco- 
nomics, issues of Codperation, and Reports of the Bureau of Labor 
Statistics for the present status of consumers’ codperation. 

12See U. 8. Bureau of Markets Bulletin 394. 
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and these seemed to be sufficient. But when the business 
merely doubled the manager hired ten clerks and six delivery 
teams. His store soon failed, and it is believed that too abun- 
dant help was a contributing cause leading to its downfall. 

Perhaps equally as suicidal as poor personal management 
is unsound business policy. Stores have granted credit in- 
judiciously, and have later closed down partly because of 
this. Stores have also tried to sell at cost instead of at re- 
tail prices. The outcome meant a slicing of prices—price 
wars. For private retailers have refused to remain in a state 
of inactivity when codperative competitors displayed their 
goods at unreasonably low prices. Failures have at times 
accompanied these wars. | 

Disloyalty, too, has played its réle in the downfall of co- 
operative stores. Private competitors have temporarily 
offered codperators commodities at lower prices than their 
stores could possibly sell them at. “Suckerlike,” these co- 
operators have swallowed the bait. The author even knows 
of two former members of a board of directors of a co- 
operative store who were hooked in this way. The result was 
twofold: first, an abandoned coéperative store; second, higher 
retail prices. No doubt many American codperators have 
been made to pay for killing their own stores in this manner. 

Finally, the lack of federation has been assigned as a 
cause of failure. It has been pointed out that small in- 
dependent codperative stores, competing with one another 
and with big private concerns, can hardly hope to succeed. 
This is, of course, a reason logically to be expected, and par- 
ticularly in a land of big business as America. 


A Suggested Plan 


Past experiences have given the author a few ideas about 
codperative stores that he thinks are of value, and he will 
now proceed to discuss them. In setting down a plan for 
codperative stores, the author would follow with some ad- 
ditions the famous Rochdale principles. Before ever a co- 
operative store is established, however, a survey of conditions 
should be made by a careful student of codperation. A 
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scientist rather than a codperative optimist or a codperative 
pessimist should make this survey. For, figuratively speak- 
ing, “the optimist always looks for a pearl in the oyster; the 
pessimist, for ptomaine poison.” Sometimes the pearl is 
there, sometimes ptomaine poison, but most frequently neither 
is there. That it is necessary to see the probable dangers of 
_ starting such a store, as well as the favorable conditions, none 
will deny. But these favorable and unfavorable conditions 
should be seen in unmagnified proportions. And it is believed 
that an unbiased scientist is more likely to see them in this 
light than any other. 

Now, the survey should cover the volume of business that 
is obtainable. If there are already enough stores in the 
community being surveyed, and if these stores are rendering 
satisfactory service, the codperators should refrain from 
organizing the community. On the other hand, if such is 
not the case, there is a favorable codperative environment. 
The people ready to codperate should then be questioned to 
see if religious, social, or political antagonisms will hamper 
the movement, and to see if they will fight for it—‘‘go in for 
blood.” Next, sources of obtaining capital should be looked 
into. Finally, the expert should cast about for an efficient 
manager. If such cannot be found the store ought never to 
be established, because the success of a codperative store 
hinges so much upon an efficient manager that he is un- 
mistakably indispensable. If all these conditions seem rea- 
sonably satisfactory and the state codperative law is protec- 
tive, then the codperators are in a fairly safe position to 
organize. 

In organizing, the regular Rochdale principles should be 
adhered to. Ordinarily, the members should provide the fixed 
capital which should receive not more than the current rate 
of interest. The amount of capital stock any one member 
may purchase should be limited, say, to one-fifth of the total 
stock. Voting by members, that is “one vote to the member,” 
should be provided for. There should be provision for re- 
serve and educational funds to take care of emergencies and 
propaganda work. The profits, or more properly the savings, 
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should be prorated on the basis of business transacted with or 
within the association. Goods should be sold at the regular 
retail price, and, as a rule, for cash. Frequent audits should 
be made from time to time to show the status of the concern.** 
Then the store should join in a national federation of all 
stores for buying and protective purposes. 

In addition, the author believes that every member should 
sign a long-term contract with the store, agreeing to buy all 
his supplies from the store which it handles. Preferably, the 
contract should cover five or more years. And in case a 
member violates the contract, provision should be made 
whereby he can be held for liquidating damages. These costs 
should be heavy enough so that in breaking a contract a 
member will lose decidedly more than by living up to it. 
Then the store should in turn sign a similar contract with the 
federation or wholesaler agreeing to buy all its supplies from 
the latter organization for five or more years. Such contracts 
would enable coéperative organizations to plan ahead wisely, 
and stabilize codperative buying as such contracts have 
stabilized codperative marketing. 


The Cooperative Managers’ Association 


Binding members thus to codperative stores is not merely 
a dream, it is being tried out at the Oregon Agricultural Col- 
lege. In 1920 the fraternities, sororities, and clubs at the 
college felt that they could appreciably chop down the high 
cost of living by purchasing their supplies collectively. With 
this object in view they formed, under the codperative law, 
the Codperative Managers’ Association. 

Each fraternity, sorority, and club signed a one-year con- 
tract, agreeing to buy what supplies it needed through the 
Codperative Managers’ Association, provided of course the 
concern handled such goods. Each member organization also 
purchased $50 worth of stock in the Codperative Managers’ 
Association, and then advanced $50 per student member to it. 
These sums were used by the central organization as working 


18 For business practice see United States Bureau of Markets Bul- 
letin 381. 
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capital. A full-time manager was employed and he im- 
mediately set out to buy goods for the Codperative Man- 
agers’ Association. A codperative grocery store was opened 
up in an old cannery building. It sold groceries both to 
townsmen and to members, although on different terms."4 
This adventure seems to be a success. The organization 
now has a membership of 51 sororities and fraternities with a 
student membership of approximately 1,400. It owns a store 
that was especially erected for it and which is valued at about 
$15,000. It has returned all student advances which were 
made to it and has been paying dividends for the last four 
years. It has assets that are far in excess of its liabilities. 
In fact its financial position has been so strong that, for the 
past two years, it has worked entirely upon its own resources 
without borrowing any funds. It does an annual volume of 
business of over $200,000.1° At present its operating cost 
is less than 8 per cent of its gross sales, and this cost is about 
9 per cent less than the average cost-to-sell of retail grocery 
stores in Oregon. An investigation made under the direction 
of the Board of Regents of the College-indicates that the 
manager of the association has been able to purchase goods as 
cheaply as the state purchasing agent who buys in much 
larger lots. The manager of the association estimates that it 
saves the students approximately $25,000 a year. 
To a number of factors the success of this enterprise may 
be attributed. First, it has no advertising expenses to meet, 
for the fraternities and sororities are contracted to buy all 
their supplies, including groceries, meats, wood, milk, and 
other articles, through the Codperative Managers’ Association, 
provided it handles the goods called for. The first contract 
covered one year, the second contract, a year and a half, and 
the present contract covers twelve years. Secondly, its de- 
livery costs are low, because it has been able to work out a 
systematic plan of delivery. Thirdly, it has good buying 


“i The foregoing discussion beginning with page 217 is quoted from 
N. H. Comish, The Standard of Living, pp. 229-44. : ; 
15 Figures given by E. E. Seibert, Manager of the Codperative 


Managers’ Association. 
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power, for it can go directly to manufacturers and farmers 
for some goods and to wholesalers for others. Its strong 
financial position and its ability to buy in comparatively 
large quantities give it the foregoing advantages. Its man- 
agers have had not only experience in buying and manage- 
ment but also training in the field. Both managers are 
products of the Oregon Agricultural College. While the man- 
agers have faced acute problems from time to time, because 
of intense opposition to the organization, they have been able 
to withstand it and keep the members pretty well satisfied.1* 


Advantages of Codperative Stores 


There are two outstanding advantages for the consumer 
who trades with codperative stores. First, the consumer is 
more likely to purchase what he really needs through the co- 
operative store than he is through the private store. Harris 
points out this advantage rather effectively in these words: 


Too often I spend my money for that which does not help, but 
rather hurts me. It is not alone the money cost, but I am often in 
bondage to what I buy. My purchase may take my time and 
strength uselessly, or it may stare me in the face a perpetual re- 
minder of my folly. Chosen perhaps on the spur of the moment, 
my purchase may cause a perpetual ill balance in my activities or 
expenditure of time. Or, on the other hand, what I buy may yield 
abundant satisfaction and contribute to permanent welfare. We are 
prone to forget how far a purchase may react upon our lives. The 
very foundation of wise living is the wise selection of what we buy, 
and wise abstinence from buying when that will contribute more to 
life. 

As though the task of choosing wisely that which will in the 
largest degree minister to our welfare were not already hard enough, 
there stands between us and the source of the services and commodi- 
ties we require a distributor working in his own interest who blurs 
our vision or distorts the products so that we make wrong choices. 
There is no estimating our loss from this cause. Such false report- 
ing on the part of those in a position to Foy, is an unfortunate 
source of distraction and confusion. 

Sr ae os bes een Ge OL a Ee ce 

16 The author has acted in the capacity of technical adviser to the 
organization from its beginning. This is the only connection the fac- 


ulty has with the Codperative Managers’ Association. It is a student 
enterprise, 
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In a system of distribution like the codperative, conducted for the 
greatest good of the consumer, what is the attitude toward present 
high-pressure selling through advertising and persuasive sales- 
manship? 

It is to the consumer’s advantage that he make wise choices and 
meet his material needs at the lowest possible cost. To this end does 
he unite with his neighbors under codperation. With this removal 
of the propelling motive which moves the machinery of distribution 
. from the profit of the distributor to the needs of the consumer, all 
that which burdens and hinders the consumer is eliminated and only 
that is retained which actually serves him: Codperation seeks to 
develop a system of distribution which will include the dissemination 
of such information and furnish the simplest, while most efficient, 
selling service to enable them to get the utmost value and satisfac- 
tion for their money to the extent not only of buying the right things, 
but also of refraining from .buying the wrong things.17 


Undoubtedly codperation has a strong tendency in this 
direction. 

Secondly, the consumer “eats his way into a home” by 
trading with the codperative store; that is to say, he gets 
a greater proportion of the national income than he obtains 
when buying from private concerns. This is true because 
profits made in a private firm go into the hands of the pro- 
prietors. Whereas profits earned in a codperative store go 
to patrons in proportion to their purchases. To the poorer 
classes this means much when the codperative store is suc- 
cessful. 


Limitations of Codperative Stores 


Over against these advantages, however, may be set cer- 
tain limitations. In the first place, codperative stores in the 
United States have generally failed. Hence the consumer may 
be in danger of losing part, if not all, of the money which is 
sunk in such an institution. Poor as most consumers are, 
they can hardly afford to offer any money up as a sacrifice 
to codperation. In the second place, most codperative stores 
in the United States are small, and cannot, therefore, offer 
the service in the form of credit, a large assortment of goods, 


er es 
17. P. Harris, Codperation, the Hope of the Consumer, pp. 106-07. 
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etc., that large private concerns can give. To the well-to-do 
classes this service seems desirable, but to the poorer classes 
it is not so vital. However, this merely emphasizes the fact 
that the codperative store—when successful—is not a panacea 
for all retail ills but only a supplement to the retail system. 


Summary and Conclusion 


There are in the main two types of codperative buying 
organizations in the United States—the club and the store. 
The club may represent a loosely formed organization or it 
may represent a general farmers’ organization or a commodity 
marketing association which buys supplies as a side line. 
Both types of concern have existed since the first part of the 
past century. Many have failed, but some have succeeded. 
At the present time there are over 5,000 associations pur- 
chasing supplies in the United States. 

Codperative purchasing associations have been formed with 
the hope of furnishing their members with goods at lower 
prices than those of the regular retailers, with the hope of 
eliminating the barter system, with the hope of procuring 
high quality goods, and with the hope of dispensing with the 

‘credit system followed by some merchants. In certain in- 
stances the codperatives have succeeded, but they have failed 
in most cases. However, the percentage of failures may not 
seem so great if the fact that 90 per cent of all retailers fail 
to be taken into consideration. Or, put in other words, per- 
haps codperative retail failures may not be comparatively 
more numerous than private retail failures. 

The rate of failure in the codperative buying field might be 
reduced, however, if proper consideration were given to some 
factors. Among them, might be mentioned these: (1) A 
survey of the conditions in each community might be made 
to good advantage before a codperative is established. (2) 
More attention might be given to good management. (3) A 
cooperative might tie up its members in a contract which 
would force them to buy their goods through the organization. 
This contract might stabilize codperative buying as it has 
tended to stabilize codperative marketing. 


ga 
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QUESTIONS AND PROBLEMS 


What reasons have been assigned for forming codperative buy- 
ing associations? 

Why did most of the early buying clubs fail? 

What are the services claimed for buying clubs? 

Give an account of the development of codperative stores in 
this country. 

Why have so many codperative stores failed in the United 
States? 

What are the Rochdale principles of codperation? 

Describe the Codperative Managers’ Association. 

Do you believe the written contract should be applied to con- 
sumers’ cooperatives? If so, why? If not, why? 

What factors would tend to make a codperative buying concern 
more efficient than a private concern, and what factors would 
tend to make a codperative less efficient than a private concern? 
Do codperative stores supply the needs of patrons better than 
private stores? If so, why? If not, why? 


. Is the codperative store merely a supplement to the. present 


retail system? Why? 


. Do consumers benefit through competition among all kinds of 


stores? Why? 
What are the main defects of the codperative store movement, 
and how would you remedy these defects? 


CHAPTER XVI 
MISCELLANEOUS COOPERATIVE ASSOCIATIONS 


While space will not permit of a detailed discussion of 
many other somewhat important codperative undertakings, 
an attempt will nevertheless be made briefly to sketch them. 
In the short account of each codperative field, one or more 
organizations will be described, and their activities briefly 
noted. 


Marketing Cranberries 


Cranberry production is confined to restricted boggy areas, 
and this very restriction in production gives the growers an 
advantage in codperation. It enables them to get together 
more easily than they could if they were scattered over wide 
districts. Among the states in which the cranberry growers 
have attempted to codperate in selling their fruit might be 
mentioned Massachusetts, New Jersey, Wisconsin, and 
Oregon. 

As early as 1907 cranberry growers formed sales companies 
in Massachusetts, New Jersey, and Wisconsin. Some of these 
associations then amalgamated and formed the National Fruit 
Exchange. Later, namely in 1911, this organization was con- 
solidated with the Growers’ Cranberry Company, and the 
new codperative was called the American Cranberry Exchange. 

These various associations have had considerable success in 
the marketing of cranberries. In 1907 the National Fruit 
Exchange marketed 34 per cent of the cranberry crop. In 
1911 the American Cranberry Exchange distributed 53 per 
cent of the crop. And now it markets over 60 per cent of the 
cranberries that are produced annually. 

Se este TE EN a Re a ee 

1 Agricultural Codperation, June 25, 1927. 
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The American Cranberry Exchange has been particularly 
active in creating a greater demand for cranberries. As early 
as 1916 it spent $23,000 for advertising cranberries in the 
city of Chicago alone, and as a result the sales increased 4714 
per cent over the sales of 1915 in that city.2, Elsewhere sales 
were also increased that year, and have been increased since. 
One plan that has been followed is to get people to eat cran- 

- berries not only at holiday seasons, but other times as well. 
The “Eatmore” brand has been pushed in the trade until it 
has attained the popularity of the “Sun-Maid” brand. 


Marketing Peanuts 


About twelve years ago the peanut growers in the South 
formed the Virginia-Carolina Codperative Exchange. This 
was a sort of commission agency that functioned primarily 
in bargaining with cleaners. At the time, about 1,000 peanut 
growers joined the organization. It continued to bargain 
for the growers till 1920 when it was reorganized and called 
the Peanut Growers’ Association, Inc. 

The new association has a membership of some 5,000 peanut 
growers. It has tied up the members for a period of seven 
years. Each grower has purchased one $50-share of stock in 
the association and has agreed to have his peanuts cleaned, 
graded, pooled, and sold by the association for the contract 
period. The association has about 50 per cent of the Virginia 
type of peanuts grown in Virginia and North Carolina under 
contract. It was not very successful at first. Its first man- 
ager, a leading speculator, made a number of blunders which 
nearly cost the organization its life. This man was there- 
after discharged and a new manager was given his position. 
Now the peanut codperative is making some progress and it 
may continue to succeed if internal troubles do not wreck it. 
It has the advantage of handling a product that is grown in a 
comparatively limited area, the commercial peanut industry 
being confined largely to six states in this country. 


2T. Macklin, Eficient Marketing for Agriculture, p. 73. 
3A. Hobson and J. B. Chaney, U. S. Department of Agriculture 


Bulletin 1109. 
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Marketing Almonds 


Back in 1897 the almond growers at Davisville and Capay 
Valley, California, marketed their nuts codperatively. Later 
other California almond growers organized codperatively. 
However, these early associations were merely locals which 
sold the growers’ almonds to the highest bidder, who was 
usually a packer or shipper. 

In 1910 nine almond locals organized the California Almond 
Growers’ Exchange. Since then it has grown and prospered. 
It now has a total membership of over 3,500 almond growers. 
For the season 1926-27, its total deliveries ran-over 21,500,000 
pounds of nuts and its total sales amounted to more than 
$4,000,000. The exchange handles more than 65 per cent of 
the California almond crop. 

The exchange’s brand, “Blue Diamond,” is widely known. 
To illustrate the wide distribution of the crop, during the 
1926-27 season the almond association received orders from 
708 cities in 47 states, Canada, and Mexico.* 

Most of the locals which comprise the almond exchange are 
organized on the nonprofit, nonstock basis. They were 
financed primarily by deductions from the growers’ returns. 
Each local owns a warehouse to which the members deliver 
their nuts for grading, processing, and packing. 

The exchange is a selling agency, and has accomplished 
much for the almond growers. It sells direct to jobbers and 
wholesalers and has therefore-eliminated some middlemen to 
advantage. It has increased the growers’ proportion of the 
consumer’s dollar from 23 to 43 per cent, and this has been 
done in the face of an increase of 500 per cent in the almond 
acreage of California.® : 


Marketing Walnuts 


Walnut growers in California organized their first local 
associations about 1895. The purposes of these locals were 


*For additional information on this exchange see issues of _Agricul- 
tural Codperation and the Exchange reports. 
5 Herman Steen, Codperative Marketing, pp. 276-7. 
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to pack, to grade, and to sell walnuts through coast brokers. 
Improved packs grew out of these local efforts, but practically 
nothing else. 

The growers grew dissatisfied with the middleman system, 
and as a result they twice tried’ to federate but failed. These 
attempts were in the years of 1905 and 1910. However, they 
finally succeeded in 1913, when the California Walnut Grow- 
ers’ Association was formed. At the time some eleven locals 
joined hands and these controlled 40 per cent of the walnut 
acreage of California. The association now consists of some 
forty-two local associations and markets approximately 85 
per cent of the California walnuts. In 1927 it handled over 
690,000 bags of nuts.® 

Up to 1920 the California Walnut Growers’ Association had 
comparatively smooth sailing. But that year difficulties at- 
tended its operation. Deflation set in, and it affected the 
wholesalers of walnuts noticeably. They refused to buy many 
California walnuts on an f. o. b. basis. The codperative, 
quickly sensed the situation, and began to sell walnuts on a 
delivery basis. By reducing the price of walnuts 30 per 
cent below the 1919 price, the California Walnut Growers’ 
Association was then able to move the 1920 crop successfully. 

There has been some disloyalty in the organization. To 
meet this problem, the association recently adopted the policy 
of preventing any grower who owns a yielding orchard to join 
for a period of two years unless he signs up before a definite 
date.” It is believed that this method will minimize the spirit 
of disloyalty, because it is felt that competitors will refuse 
to make concessions to the disloyal for so long a period. Ap- 
preciating this, members will tend to become more loyal. 

That the California Walnut Growers’ Association has ef- 
fected definite economies can hardly be doubted. From 75 
to 80 per cent of the saleable walnuts were generally sound 
prior to the birth of the walnut codperative, while now 94 
per cent of the walnuts that enter the trade are perfect. 


Appliances of various kinds, invented by employees of the 
OE ESSER CRS 2 sa ee vee ek Ses 
6 Agricultural Coéperation, Feb. 4, 1928, p. 43. 
7 Ibid., Feb. 2, 1925, p. 59; Feb. 4, 1928, p. 43. 
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California Walnut Growers’ Association, have reduced the 
_ number of imperfect walnuts that are marketed. Further- 
more the cull nuts were practically all wasted formerly, but 
now a cracking plant, operated by the Walnut Growers’ Com- 
pany, a subsidiary of the association, utilizes the inferior nuts. 
These two economies have saved the walnut growers con- 
siderable money. 


Marketing Beans 


Our bean imports are usually relatively large, and they 
are handled almost entirely by middlemen. Middlemen like- 
wise have a good hold on our domestic supply of beans. Be- 
cause of these two facts, the bean growers of this country have 
not been able to control the American bean supply to any 
noticeable extent. However, attempts at codperative bean 
marketing have occurred in Michigan, New Mexico, Illinois, 
California, and elsewhere. 

The Gleaners in Michigan deserve considerable credit for 
the progress made in codperative bean marketing in that state. 
Originally, elevators, established by the Gleaners, purchased 
both beans and grain from the growers, and sold these prod- 
ucts in the primary markets. 

In 1920 there was an attempt to set up a central plant for 
handling beans in Grand Rapids but it failed completely. The 
Michigan Elevator Exchange, however, was established in 
1920, and it began to market beans for the elevators on a 
brokerage basis. In 1921 about 20 per cent of the Michigan 
bean crop was sold through the Michigan Elevator Exchange 
on this plan. 

Ordinarily the farmer sells his beans when he pleases to 
the local elevator, and the local elevator orders its beans sold 
through the exchange when it wishes. Generally the beans 
are sold by the exchange to wholesale grocers or jobbers. 
About the only gain derived from this method of sale is the 
elimination of a few middlemen. Some soy bean growers 
of Illinois formed a codperative mill at Monticello, Illinois, 
for the purpose of manufacturing oil and soy bean meal. 
This plant has a capacity of 200,000 bushels. Through manu- 
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facturing, these soy bean growers hope to widen the market 
for soy beans. 

Down in New Mexico some of the pinto bean growers 
organized a codperative bargaining association in the Albu- 
querque district. Through the association, the growers hope 
to drive more favorable contracts with the bean dealers and 
. in a few instances, the growers seem to have accomplished 

their cbject. 

In California the lima bean growers-have, perhaps, made 
more progress than any other bean growers—a possible ex- 
ception may be those of Michigan. The growers of limas have 
first their local associations to which they have tied them- 
selves up by a contract for a period of years, agreeing to 
deliver their limas to their respective locals. Then the locals 
are bound by contract to sell their beans through the Cali- 
fornia Lima Bean Growers’ Association for a period of years. 

This organization is composed of some twenty locals. The 
central functions in grading and selling beans, while the locals 
arrange for storage and cleaning. The local associations use 
public warehouses for these purposes. The central markets 
its beans mainly through food brokers. At present it dis- 
tributes beans in practically all the principal cities of the 
United States. The association handles about two-thirds of 
the California lima bean crop.’ 

While the California Lima Bean Growers’ Association has 
had some difficulties because of importations and over- 
productions, it has, nevertheless, been beneficial in many 
respects. It has established a standardized brand, “Seaside,” 
which has made a good place for itself in the trade. Some 
years, it has secured a higher price for its members than non- 
members obtained. To exemplify: in 1921 members received 
an average of $6.47 a bag for beans, while during the same 
year outsiders obtained only $5.50 a bag for their beans.” 

The California Bean Growers’ Association is another co- 
operative that deserves to be mentioned. Tt has had a check- 
ered career. In 1918, it had half the California bean acreage, 
LEST ST eR 
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® Steen, op. cit., pp. 261-2. 
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excepting limas, under contract for three years. The plan 
was to pool the beans by variety and by grade for the state. 
While it had no local associations, it performed their functions 
by leasing warehouses throughout the bean growing districts, 
and to these warehouses growers delivered their beans and 
there they were cleaned and otherwise warehoused for sale. 

Unfortunately, the association was practically killed by 
two forces. First, the United States government dumped 
170,000,000 pounds of Oriental beans on the American market, 
and this knocked bean prices down appreciably. Secondly, 
the manager of the California Bean Growers’ Association 
decided to hold the crop for higher prices. The higher prices 
did not materialize and as a consequence the growers lost 
appreciably. 

Out of these two unfortunate incidents, however, developed 
a reorganized bean association. The new concern offered 
the growers two sale forms: (1) the pooling plan, (2) the 
outside sale plan. Under the second scheme, a grower could 
sell his beans to an outside dealer at any time, provided the 
grower would pay the association a certain sum which rep- 
resented an association charge against the beans. In face 
of difficulties the organization has made some progress. 


Marketing Hay 


Efforts have been made to market hay codperatively in 
Washington, Oregon, California, Arizona, Texas, Alabama, 
Michigan, and elsewhere since 1918. The most progress made 
in this field will perhaps be found in California and Arizona. 

Between Oakland and the Imperial Valley of California 
will be found ten or more district associations of alfalfa 
growers. The associations are organized as corporations, and 
they operate warehouses, assemble hay, and occasionally other 
products as well. To the district association, hay growers 
are tied up for a period of years. These district associations 
are parts of the California Alfalfa Growers’ Exchange, a 
selling agency, which markets the hay for the district units. 
Just as the alfalfa growers are tied up to their district organi- 
zations so also are the district associations tied up to the 
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exchange. It is believed by some that this codperative ex- 
change has aided the growers in the sale of hay although no 
conspicuous success can be shown. 

Down in Arizona the Roosevelt Hay Growers’ Association 
has made some progress, although it was organized as late 
as 1922. It assembles, grades, pools, and sells the hay for 
its members.?° It has a membership ranging between 200 and 
300 hay growers, and it has under contract about 75 per cent 
of the hay acreage of Maricopa County. For some seasons 
friends of the organization say that the prices paid members 
for hay have averaged higher than the prices paid non- 
members. 

While there has been some success in codperative hay 
marketing here, there, and yonder, it is, nevertheless, hardly 
possible to have extensive success in this field. This is true 
because most of the hay produced is consumed on the farms— 
probably less than 15 per cent of the annual hay crop—finds 
its way to the markets. This being true, successful codpera- 
tive hay marketing associations will be found only in certain 
localized hay districts—and these districts may shift from time 
to time, because a change may be made from selling hay to 
feeding it. 


Marketing Seeds 


Progress in codperative seed marketing has been noted pri- 
marily in Idaho, Utah, the Dakotas, Michigan, Illinois, Ken- 
tucky, and Missouri. Only a few attempts at codperative seed 
marketing will be discussed because of the want of space. 

The Western South Dakota Seed Growers’ Exchange has 
made progress. It was founded as late as 1921, by 230 alfalfa 
seed producers. These growers signed contracts to market 
their surplus alfalfa seed through the association for a period 
of three years, and if the contract was not terminated by 
specific action it was to renew thereafter automatically.* 

The seed is cleaned and graded in leased warehouses, and 


an advance to growers is made upon the warehouse receipt. 
LES 2 A IE ETE LSE ia DES AT SY 
10 Agricultural Coédperation, Dec. 24, 1927, p. 507. 
11 See contract and reports of the association. 
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The association pools the seed by grades and returns to the 
growers the market price less expenses and reserves. It has 
effected economies by selling seed rather directly to farm’ 
bureau groups. Its success attracted more members, until at 
one time, it had approximately 75 per cent of the seed acreage 
in that district signed up.12 In 1925-26 it handled nearly 
800,000 pounds of seed.** 

In Michigan the farm bureau took a hand in marketing 
seeds, a rather large hand in fact for it is said that it is one 
of the largest seed dealers in the United States, excepting the 
Chicago and St. Louis wholesalers. Both in buying and in 
selling seeds it functions as a growers’ agent, and operates 
both as a retailer and a wholesaler. The plan of operation is 
about as follows: The grower transacts his business with a 
local codéperative, say an elevator or potato association, and 
then the local transacts business with the farm bureau. The 
seed may be sold through consignment or outright by the 
farm bureau. 

The bureau has also organized a separate seed department 
to market seeds. It has been particularly active in selling 
alfalfa and clover seeds, Rosen rye, and grass seeds. One 
year it did business with nearly 400 local codperative asso- 
ciations. Two distinct things have been accomplished by the 
bureau’s activities in seed marketing: (1) it has improved the 
quality of seeds; and (2) it has eliminated some unnecessary 
middlemen. 

The Missouri seed growers likewise have had some success 
in seed marketing, especially the sunflower growers. In 1920, 
the Southeast Missouri Coédperative Sunflower Growers’ Asso- 
ciation was formed. Some 250 producers of sunflowers and 
soy beans took out stock in the company. They agreed to 
deliver their crops to the association for a certain time, and 
it agreed to grade, pool, and market the seed for the growers 
during the same time. 

In its first year of operation it marketed 2,850,000 pounds 
of sunflower seed for its members, borrowed $30,000 on ware- 


a 


12 Steen, op. cit., pp. 268-9. 
18 Agricultural Codperation, Aug. 6, 1927, p. 307. 
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house receipts and advanced it to the growers. The average 
price that members received was somewhat higher than that 
obtained by nonmembers. 

It is somewhat difficult, however, to have many permanent 
codperative seed associations because of the shifting nature 
of the business. Overproduction frequently occurs. When 
seed growers reap a good profit, they and other farmers plant 
- a large acreage and as a consequence prices fall when the 
seeds are harvested. This tends to discourage the growers 
and often their association goes to “smash.” . 


Marketing Rice 


Rice growers have organized themselves into codperative 
associations in California, Texas, Louisiana, and Arkansas, 
and they have been tolerably successful in California and 
Arkansas. 

In 1915 the Pacific Rice Growers’ Association took root in 
California. This organization was based at the time on a 
one-year contract which made the association a selling agency. 
Its powers, however, were limited, inasmuch as the growers 
retained the right to reject or accept bids for their rice. Sales 
were made in a similar manner by auction. The rice of each 
grower was kept separate, and each grower paid a propor- 
tionate amount of the total expenses incurred in marketing the 
rice. In most cases the growers determined the time of sale. 
This codperative plan of marketing rice seemed successful 
till 1920, when the millers refused to handle the rice. A toll- 
milling system was then tried for a year, but it proved un- 
satisfactory and in 1921 the old organization was changed 
and called the Rice Growers’ Association of California. 

The new organization adopted a contract covering five 
years. While title to the rice is passed on to the association 
upon its delivery, the other features of the old contract are 
kept intact under the new legal agreement. This association 
has had its difficulties, but it has made progress. One year 
it returned about 40 cents per bag more to its members than 
unorganized rice producers received in Louisiana and Texas. 

In Texas and Louisiana the codperative rice movement 
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began in earnest in 1922. At that time the Louisiana Farm 
Bureau Rice Growers’ Association was formed. At about 
the same time a similar association was organized in east 
Texas. Both organizations have made progress in face of 
opposition. 

In Arkansas greater success has attended the rice growers’ 
association than in Texas and Louisiana. The Arkansas Rice 
‘Growers’ Codperative Association was organized in the early 
part of 1921 by the Arkansas farm bureau. During that year 
something like 800 rice growers joined the association, and 
these members controlled about 80 per cent of the rice acreage 
of Arkansas. This association has a five-year contract with 
its members which gives title to the association when the 
rice is delivered. 

The rice is cleaned and milled by the codperative, and it is 
sold by the codperative to wholesalers. Growers’ rice is pooled 
by grades and varieties, and the pool is seasonal in scope. 
Loans have been secured on the basis of warehouse certificates 
and at one time the War Finance Corporation advanced 
to the association as much as 60 per cent of the value of 
the rice. 

This association has paid its members as much as from 10 
to 35 per cent more than nonmembers have been able to 
secure.'* Like other codperative rice associations, it has also 
eliminated to advantage the old-time country rice buyer. It 
has likewise:taken over the function of milling advantageously. 


Milk Condensers 


In the state of Washington exist some codperative con- 
densers. These grew out of war and post-war conditions. In 
1917 dairy farmers in six counties along Puget Sound formed 
bargaining associations to deal with condensers. All went 
well till 1920 when the condensed milk market broke and the 
Carnation Company closed its condensers. The farmers were 
then forced to market their own milk. 

At once they erected or purchased dairy plants, and among 


them were two condensers. Since that time the farmers have 
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14Steen, op. cit., p. 258. 
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been manufacturing some condensed milk and have been some- 
what successful. Sales are made locally by each independent 
farmers’ company, but other sales are made through a cen- 
tral organization called the United Dairy Association of 
Washington. 


Fruit and Vegetable Canneries 


Here and there throughout the country, farmers have 
established codperative canneries. Only one will be discussed 
here for purposes of illustration—the Eugene Fruit Growers’ 
Association. 

The Eugene Fruit Growers’ Association has evolved until 
now it has over 1,500 stockholders, the majority of whom 
are fruit and vegetable growers. It is the largest packer of 
vegetables in the Pacific northwest. In 1924 it handled 
4,000,000 pounds of carrots and 3,000,000 pounds of beets in 
addition to considerable quantities of such other vegetables 
as parsnips, turnips, and cabbage. 

Besides vegetables, it also handles other products. For 
1924 its pack consisted of 250,000 cases of fruits and vege- 
tables, 1,300,000 pounds of dried prunes, 90,000 pounds of 
walnuts and filberts. It also made 50,000 gallons of vinegar, 
and shipped about 30,000 boxes of fresh apples and pears.?® 
Its 1927 sales exceeded $1,600,000.7° 

The association operates plants at Eugene, Junction City, 
and Creswell, Oregon. The value of these plants ranges 
between one-half and one million dollars. This organization 
has had but one manager since its inception and he has been 
unusually successful. He has been able to procure reasonably 
good prices for the products of the association from year to 
year. And he has also been very fortunate in financing the 
codperative. At the present time there are no mortgages on 
the codperative plants, and there is no bonded indebtedness 
against the association. . 


15 Facts given the author by the manager of the association, and 
also taken from the manager’s reports. 
16 Agricultural Coédperation, Sept. 1, 1928, p. 350. 
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Shingle Mills 


Another unique form of codperation is found among the 
shingle-weavers in California, Oregon, and Washington. 
About fourteen years ago the owners of small shingle mills in 
these particular states were confronted with the possibility 
of making little or no money out of shingle production. They 
therefore offered in many cases to sell or to lease their mills to 
the workers. In many instances the wage-earners accepted 
the offers, sometimes leasing and sometimes buying the mills. 

Ordinarily the mills owned by the workers are paid for 
through stock subscriptions and surplus earnings. The num- 
ber of shares one member may own is generally limited—in 
some mills one share, in others two shares. In this way the 
workers hope to prevent a few members from controlling the 
mills and running them purely for profit. The officers, includ- 
ing the board of directors, are elected by the members. The 
shingles are made under union conditions and bear the union 
label. By agreement between a large wholesaler and the 
Shingle-Weavers’ Union, the shingles are to be marketed as 
“trade-union-made shingles” through the wholesaler. 

In operating their mills, the codperatives have found diffi- 
culty particularly in securing credit. The local bank in some 
instances has not been willing to extend credit to the co- 
operative because perhaps in some cases it considers the 
codperative temporary, and because perhaps in other cases it 
is interested in competing private mills and therefore tries to 
place an obstacle in the way of the codperative. 

But be this as it may, many of these mills are successful. 
One reason why they succeed is that it requires but little 
capital to operate them. Another reason for success probably 
lies in the favorable attitude some union officials have toward 
the codperative mills. It may be that the difficulty of securing 
credit will eventually be removed by the union through the 
union bank. At any rate, developments in this field will be 
observed with interest in the future.!” 


17 For additional information see Quarterly Journal of Economics, 
May 1924, pp. 530-6. 
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Other Codperatives 


Merely in passing, it should be noted that fishermen have 
cooperated in their business, notably in the Puget Sound area. 
There the oyster producers have formed a codperative asso- 
ciation. The mint growers of Oregon also have a codperative 
association to dispose of their product. The mint growers 
have bound themselves together for a period of years in which 
they agree to market their product codperatively. 

The farmers throughout the United States have taken active 
interest also in establishing breeding and cow-testing asso- 
ciations. City people have found it worth while in certain 
sections of the country to establish restaurants and lodging 
places. Some of these concerns have attained considerable 
success. But the want of space prevents a detailed discussion 
of all these associations, successful though they may be. 

Thus far the discussions have largely hinged upon the co- 
operative marketing of certain commodities. In these discus- 
sions, however, one can easily discover certain important 
problems that are more or less common to the codperative 
marketing of all goods. Among such vital problems one 
might mention those relating (1) to types of organizations, 
(2) to common difficulties, (3) to pooling, (4) to prices, (5) | 
to advertising, (6) to costs-to-sell, and (7) to legal ties. It is 
to a treatment of these specific problems that Part II is 


devoted. 
QUESTIONS AND PROBLEMS 


1. Describe the organization of the American Cranberry Exchange 
and tell what advantages it has for the cranberry growers. 

2. Discuss the codperative marketing of nuts. 

3. What obstacles do hay growers run into when they attempt to 
codperate in the marketing of their product? 

4. Trace the origin and development of codperative seed marketing 

in the United States. 

Give the advantages derived from codperative bean marketing. 

How has the Farm Bureau attempted to aid in codperative 


marketing ? 


St 
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7. Without a protective tariff will the American rice growers be able 
to compete with foreign rice growers? Why? 

8. What progress has been made in codperation among shingle- 
weavers? 

9. Write a report on the history and development of some particular 
cooperative in your locality. 


PART II 


SPECIAL COOPERATIVE PROBLEMS 


CHAPTER XVII 
TYPES OF COOPERATIVE MARKETING ASSOCIATIONS 


. Bases of Classification 


A glance at Chart I will indicate that-there are many bases 
that might be used to classify codperative marketing asso- 
ciations. The differentiation may rest on incorporation, the 
primary purpose of the association, the commodity handled, 
the voting, the degree of integration, the kind of members, 
the territory covered, or the character of the combination. 
The relative importance of these different bases may depend 
in a large measure on the object one has in mind in discussing 
them. They are all important, but from the standpoint of 
giving the codperators at present the greatest difficulties, 
perhaps those organizations that we have classified on the 
bases of territory and the character of the combination deserve 
the most attention. Relatively little space, therefore, will 
be devoted to the first six classifications, while considerable 
time will be given to the last two types. 


Incorporated Associations . 


A large number of coéperative marketing associations in 
this country are incorporated. Some of them that are in- 
corporated have capital stock, while others are without capital 
stock. A great many of the codperatives that have capital 
stock were organized before the days when the law provided 
for nonstock codperatives. Hence it would have been pre- 
posterous for farmers to organize nonstock associations when 
there was no law to protect them. But now that there is a 
law permitting nonstock associations, a great many are being 
formed. 

The purpose of the nonstock association is generally to 
dodge the law applying to trusts, particularly the Clayton 
amendment. However, it is really questionable whether a 

249 
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nonstock association has any advantage over a stock cc- 
operative in this respect. Often it is more advantageous to 
organize a stock association, for it may be easier to raise funds 
in this way than through membership fees that are frequertly 
exacted by the nonstock associations. Nevertheless this prob- 


able advantage more than likely depends upon individual 
circumstances, 


CHART I 
y Limited stock 
With — holdings 
capital 
stock | Unlimited stock 
Incorporated holdings 
1. Incorporation. Without 
capital 
stock 
Nonincorporated | pevineraty 


‘ Bargaining 
Price fixing Arbitrarily setting 


prices 
Assembling 
Grading 
2. Primary Processing 
purposes Standardizing 
Improvement of | Packing 
marketing Storing 
is services Financing 
COOPERATIVES Transporting 
May Br Risk-taking 
DIFFERENTIATED Demand creating 
ON THE BASIS OF Distributing 
3. Oommodity One or few related products 
handled Unrelated products 
Membership 
4. Voting Membership and business volume 
Stock 
‘ Partial 
5. Integration Complete 
Producers 
6. Memberehip, | Middlemen 
Local 
District 
Bone a tals 
National 


8. Oharacter of { Rederations 
combination ) Centralized organizations 


Limitation of Stock Holdings 


Some capital stock associations limit the amount of capital 
stock any one person may hold while others have no such 
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limitations. Example of stock limiting cooperatives may be 
found in the state of Oregon. Here the state cooperative law 
will not permit any member of a codperative association to 
own more than one-fifth of the capital stock of his organiza- 
tion. Through this provision it is believed by some students 
of codperation that a few members of a codperative association 
will be prohibited from getting control of the association, and 
running it for private profit instead of for the benefit of all 
the codperators. No doubt such law does tend to keep the 
control of the association in the hands of the many instead 
of the few. 


Unincorporated Associations 


Here, there, and yonder are a number of unincorporated 
associations. Some of them serve only a temporary purpose 
and then are dissolved, while others, serving a more permanent 
objective, continue in existence for some time. Exemplifying 
the first type of unincorporated association, one will find 
farmers in Wisconsin organizing temporarily to buy a carload 
of Michigan apples or a few carloads of posts, and then after 
the aim has been attained the farmers disband. In Benton 
County, Oregon, farmers temporarily codperated during the 
War to buy feeds and seeds, and after each purchase they 
abandoned their little organization. 

More permanent unincorporated codperative associations 
will be found among people who wish to codperate religiously 
or educationally. However, there are also some buying and 
selling associations that are unincorporated in form. The 
members of an unincorporated association are generally 
governed by its by-laws and constitution. However, the 
majority of the members can usually control the action of 
the association in the absence of governing regulations to 
which the members have assented.! In conclusion it may be 
said that if an organization expects to operate for a reasonably 
long time, it is safer to have it incorporated, for there are 
more definite laws governing an incorporated codperative than 


an unincorporated association. 
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1U. S. Department of Agriculture Bulletin 1106, p. 58. 
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Primary Purposes Served 


Price-Fixing.—There are a great many codperative associa- 
tions that have sprung up in this country, during the last ten 
years particularly, that seem to have as their primary object 
price-fixing. Some of these associations have tried to fix 
prices at the beginning of the season, and in a few instances 
they have succeeded. Usually the organizations that have 
succeeded for a time in setting prices have handled a specialty, 
a product grown over a relatively small area, and they have 
controlled a large percentage of the acreage of that product. 
But the same organizations have at other times failed in their 
endeavors to set prices, and as a consequence have carried 
over relatively large supplies or lowered their prices. 

There is no chance for a codperative to control the price 
of a commodity that is produced over a wide area such as 
wheat or cotton. It is little short of nonsense for promoters 
to think otherwise. However, many promoters of codperatives 
have been foolish in this respect but none too foolish to be 
human. The supply and demand determine the prices of 
products that are produced and marketed under competitive 
conditions. 

But in the case of monopolistic production and marketing, 
there is a real chance for price control. However, we have 
anti-trust laws against such activities. These laws are applied 
to farmers as well as to others in the case of a monopoly. 
This fact the raisin growers of California have discovered. 
Perhaps this is as it should be. For why should farmers 
receive different treatment from that of others when it comes 
to violating the law? 

Collective Bargaining—There is another type of effort that 
influences prices that is deserving of praise, namely, that of 
collective bargaining. Milk associations have been quite 
successful in driving bargains with dealers at times. Col- 
lective bargaining tends to place the seller on a more equal 
footing with the buyer, and is often conducive of good results 
among dairymen as well as among labor unions. By collective 
bargaining, buyers and sellers arrive at a price that would 
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otherwise be different were it not for collective bargaining. 
And the reason for this lies in the fact that the buyer is 
usually stronger than an individual seller. 

Improvement of Marketing Services—On the other hand, 
the main objective of other codperative associations has not 
been price-fixing, but an improvement of the marketing 
services. They have sought, either directly or indirectly, to 
- make assembling, grading, packaging, standardizing, process- 
ing, storing, financing, transporting, risk-taking, demand 
creating, and distributing more effective. Sometimes asso- 
ciations have taken over certain of these functions, at other 
times they have tried to aid private and government agencies 
in the performance of these functions. This objective is 
indeed laudable, and in some instances it has been partially 
attained, but much yet remains to be done in this direction. 


Commodities Handled 


While this basis seems to be a rather common one, that is to 
say, while it is talked about and written about considerably, 
nevertheless it is scientifically rather poor ground for a classi- 
fication for the simple reason that practically all our co- 
operative associations are organized on a commodity basis. 
However, there are associations in this country that handle 
only one commodity and at most a very few related com- 
modities that are in contrast with a few organizations that 
are handling two or a number of unrelated products. Such 
associations as creameries that handle both dairy and poultry 
products, such associations as grain elevators that handle 
both grain and livestock, and such associations as fruit 
organizations that handle both fruits and vegetables natu- 
rally fall in the latter class. But the number of associations 
in the second category are relatively few in comparison with 
the number of associations falling in the first category. 

Sometimes, there is a slightly different meaning given to 
this term “commodity associations.” Some say if an organ- 
ization merely sells one commodity, or at most a few com- 
modities logically related, it is a commodity codperative. 
Such a differentiation is of little use, because of the fact 
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that so many organizations buy farm supplies, and would 
otherwise be termed commodity associations. Such for ex- 
ample is the California Fruit Growers’ Exchange. It seems 
that the term “commodity association” is an unfortunate one. 


Varieties of Voting Methods 


A great many codperative organizations have a “one-vote- 
to-the-member” policy. Ordinarily this works satisfactorily. 
However, there are codperative associations made up of very 
unequal members; some members do an extremely large 
volume of business with the organization, while others transact 
an exceptionally small volume of business with the association. 
In such instances, it has been found desirable to permit voting 
by volume of business as well as by membership. This plan 
gives the larger farmer—the grower with the more business— 
a greater voice in the association than the smaller one. In 
many cases this scheme works out satisfactorily. 


Degrees of Integration 


Some codperative organizations have taken few steps toward 
integration, others many. To illustrate: some codperatives 
sell to the country shipper, some to the wholesale receiver, 
some to the jobber, some to the manufacturer, some through 
the auction, some through the commission man or special 
agent, some to the retailer, and some to the consumer. The 
organization that produces goods and sells them to the con- 
sumers is a completely integrated concern. Few codperatives 
have gone this far, although some dairy associations have seen 
fit to sell direct to consumers. In such cases we have complete 
codperative integrated concerns, while in all others only par- 
tially integrated associations. In passing, it may be pointed 
out that the length to which a codperative association should 
go toward integration depends upon many factors, among 
which may be mentioned the character of the product sold, 
the relative efficiency of middlemen, the funds available, the 
experience of the codperative, and its relative efficiency. A 
completely integrated codperative association, therefore, may 
be a sign of efficiency, but more likely at present it is a sign 
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of inefficiency, for the simple reason that conditions do not 
at present seem to favor complete codperative integration. 


Character of Membership 


In the United States will be found producers, consumers, 
and middlemen who have established codperative concerns. 
To illustrate: codperative grain, fruit, vegetable, wool, cotton, 
- and livestock associations and the like are composed of pro- 
ducers. Codperative stores and purchasing clubs are fre- 
quently comprised of consumers. Codperative milk delivery 
associations and jobbers’ associations are as a rule made up of 
middlemen. 

Nevertheless, an organization like the codperative elevator 
may be composed of farmers who are at once producers and 
consumers; producers when they codéperatively market their 
goods, consumers when they collectively purchase other goods. 
This exception and others, however, do not invalidate such 
a Classification. In fact, some believe this is a vital classi- 
fication. They ask whether more social good is to be accom- 
plished by organizing from the producers’ end or the 
consumers’ end or the middlemen’s end. Very likely the 
English codperative would answer that more social good is to 
be accomplished by organizing from the consumers’ end, while 
the American farmer would answer that more social good is to 
be accomplished by organizing from the producers’ end, and 
just as likely the middleman would answer that more social 
good is to be accomplished by organizing from the middle- 
men’s end. This question is difficult to answer. Even students 
of codperation will differ in their opinion. 


Territorial Scope 


If territory be used as the basis of a classification of co- 
operative associations, they may be divided into local, district, 
state, interstate, and national organizations. Farmers’ ele- 
vators and most codperative creameries exemplify local or- 
ganizations, for each of these associations ordinarily is com- 
posed of farmers in a local area. The Hood River Apple 
Growers’ Association and the Fraser Valley Milk Producers’ 


256 COOPERATIVE MARKETING 


Association may illustrate the district type because these 
organizations cover the entire district in which Hood River 
Apples are grown in the Hood River Valley, and in which 
milk is produced in the Fraser Valley. The California Fruit 
Growers’ Exchange and the Florida citrus association are 
typical of associations based on state lines, for these two are 
confined to California and Florida in each respective case. 
The Pacific Egg Producers’ which comprises the codperative 
egg associations of California, Oregon, and Washington, and 
the Northwest Wheat Growers’ Association which in its origi- 
nal form comprised state wheat associations of Oregon, 
Washington, and Idaho, may be used as examples of the 
interstate type of codperative association. And the American 
Federated Fruit and Vegetable Growers, Inc., is about the 
best illustration of an organization which is national in scope, 
for it poses as a national codperative sales agency that mar- 


kets fruits and vegetables grown in different parts of the 
United States. 


Weaknesses and Benefits of Local Associations 


As a rule, the local codperative association has many out- 
standing weaknesses. (1) It wastefully competes with other 
local codperative organizations in the same field, and often 
it merely adds an additional functionary in a field that may 
already have too many inefficient locals, codperative or private. 
(2) It cannot bargain effectively, because it does not control 
a sufficient quantity of the supply to place it in a strategical 
position with dealers. Nor can it employ an expert sales 
force, because it does not have sufficient volume to justify 
such employees. (3) It cannot effect large-scale economies, 
partly because it does not have sufficient by-products to justify 
a utilization of them, and partly because it does not have 
sufficient volume to procure the economies of large-scale 
management. (4) It cannot standardize production, for it 
does not control a sufficient acreage to warrant a program for 
the standardization of production. (5) It cannot distribute 
goods evenly in the markets, that is to say, it cannot prevent 
gluts, because it controls too small a supply. (6) It cannot 


TYPES OF MARKETING ASSOCIATIONS 257 


reach out to the big money markets of the East for loans that 
carry low rates of interest, largely because of its size. (7) 
It cannot push claims for damage as efficiently as a larger co- 
operative. (8) It cannot establish an inspection service in 
the big markets, because of the want of a sufficiently large 
volume of business. (9) Finally, it cannot develop new 
markets, nor take advantage of the best markets, because in 
. the first instance it is too small to undertake effectively the 
opening of new markets, and because in the second instance 
it cannot employ a sufficiently trained and experienced mana- 
ger who could utilize market reports to best advantage or es- 
tablish an expensive but efficient market news service. 

It would be a mistake, however, to assume that these local 
cooperative associations have not been beneficial to farmers. 
For they have undoubtedly improved the marketing service 
appreciably, and particularly the local creameries, elevators, 
and cheese factories. Besides, these locals have frequently 
served as the foundation of central marketing associations 
‘that are in a position to render greater service than the locals. 
Moreover the locals have educated the farmers along co- 
operative lines. But be this as it may, the locals themselves 
could be more efficient than they are. Yet no matter how 
efficient they may become, larger units will be necessary in 
order to perform the marketing services as efficiently as they 
should be rendered. The weaknesses of the locals, as were 
pointed out in the foregoing paragraph indicate this point. 
This being true, then the next question that naturally arises 
is, What sort of central codperative organization should be 


set up? 


Types of Central Market Codperatives 


In the main, there are two types of central market co- 
operatives that are receiving considerable discussion at 
present: (1) the central association; and (2) the federation. 
These organizations will now be given attention. 

While it is very difficult to differentiate some centralized 
associations from some federated associations, in the main 
there are distinguishing points. Ordinarily, a centralized co- 
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operative association is comprised of the producers themselves, 
whereas a federation is composed of local, or district, or state 
codperative associations. To illustrate: the Sun-Maid Raisin 
Growers is a centralized codperative association, and the 
growers are members of it, while the California Fruit 
Growers’ Exchange is a federation of district exchanges which 
in turn is in each respective case a federation of local units— 
and to these locals, the growers of citrus fruit actually belong. 

A second distinction may be based on the control of the 
supply. A centralized association will not, as a rule, begin 
business unless it controls from 40 to 80 per cent of the 
supply of the product which it handles. The federation, on 
the other hand, does not emphasize such a large control of 
the supply. A third point of difference between the two 
organizations is that of controlling the product. The central- 
ized association frequently determines when and where to sell 
the product, and how to grade and pack it, whereas the 
federation frequently leaves the grading and packing functions 
to the local unit associations, as well as the time and place 
of sale of the product. 

Still another fundamental difference between the two types 
is the primary objective. The centralized association seems 
to strive primarily for “high prices,” “stabilized prices,” and 
“price control,” while the federation seems to seek primarily 
more efficient marketing services. 

While there are other differences between the two types 
they are of minor importance. But perhaps some of these 
minor distinguishing characteristics should be mentioned. (1) 
Ofttimes, the central tries to control the product clear through 
the marketing system till it reaches the retailer, whereas the 
federated is usually less likely to demand such extensive 
control. (2) Generally, the central makes greater use of 
membership contracts than the federation. In this connection, 
it may be pointed out that the centralized association has, as 
a rule, contracts ranging from three to fourteen years in 
length, while the federation makes, as a rule, use of one-year 
or five-year contracts that are self-renewing. (3) The cen- 
tralized organization quite generally leans to heavy liqui- 
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dating damages in case a member violates his contract, while 
the federation usually rests contentedly if it can exact a 
moderate penalty from a member who violates his contract. 
(4) Centralized associations are usually less democratic than 
are federations. (5) Finally, centralized organizations tend to 
trade less with nonmembers than do federations. 


Comparative Services of Centralized and Federated 
Associations 


_ Of the two types, it may be impossible to say which is the 
better. True, it may be that most students of codperation 
favor the federated type, but it seems quite as true that most 
cooperative managers favor the centralized type. The fed- 
erated type is the older of the two, in fact the centralized 
organization is comparatively new. But from the standpoint 
of members they are about equally important. Excluding the 
cooperative milk associations which could hardly be classified 
consistently as falling entirely into either category, it appears 
from some studies that there are about as many centralized 
cooperative associations as there are federations. Probably, 
the better position to take is to say that each type has its 
strength, and each type has its weaknesses. 

Satisfying Growers.—Some people, especially friends of the 
federation, affirm that the local association, which is the 
foundation of the federation, is necessary in order to keep the 
growers satisfied. It is argued that the local gives the grower 
control of his business, and this is what makes for content- 
ment on his part. On the other hand, it is pointed out that 
the discussions arising out of the local-unit meetings tend 
toward dissension, rather than contentment. It is even said 
by some that codperative federations have been known to 
split asunder because of the dissatisfaction shown in locals. 
Very likely it is that there have been a few associations that 
have been smashed because of local dissension. Nevertheless, 
growers are more likely to be less satisfied without this control 
than with it. 

Price-Fixing v. Improvement of Marketing Services.—It is 
contended by some people that it is better to emphasize the 
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improvement of the marketing functions, as in the case of the 
federation, than to emphasize price-fixing, as in the case of 
the centralized association. Unquestionably this is an excel- 
lent argument in favor of the federation. In the first place, 
it is a known fact that the marketing services can be greatly 
improved, and any legitimate and practical effort put forward 
to improve them, therefore, is worthy of the highest praise. 
On the other hand, it is known equally well by critical 
marketing students that it is impossible for a codperative 
organization to fix the price of certain products, particularly 
those that are produced over wide areas and that have a world 
demand. Equally well is it also known by critical students 
that attempts to fix prices on the part of any codperative 
antagonize dealers and consumers. Even the growers and 
the codperative officials have, greatly to their disadvantage, 
found this to be true on certain occasions. However, this 
line of reasoning would not throw out collective bargaining, 
or other legitimate, nonmonopolistic attempts to procure 
higher prices for farm products on the part of growers’ asso- 
ciations. In short, codperatives should be encouraged for 
employing these legitimate price methods but they should 
be condemned for using monopolistic methods. 

Supply Control_—As to the necessity of controlling a large 
bulk of the supply before beginning business, it may be 
pointed out that such volume is not always necessary for 
efficiency. A smaller acreage than 40 or 50 or 80 per cent of 
the product may be quite sufficient. In fact, a business may 
be quite too large as well as quite too small to become ef- 
ficient. The law of diminishing returns works in codperative 
fields as effectively as elsewhere. 

Supervision of Functions —The question of grading, stand- 
ardization, and sale is more difficult to solve. It seems rea- 
sonable, however, that the local units properly supervised by 
an overhead agency could grade the products efficiently and 
standardize them. It appears likewise reasonable that the 
locals might even determine when and where to sell their 
products, although the central should undoubtedly furnish the 
locals with proper market news, as the California Fruit 
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Growers’ Exchange, so that they might act intelligently. This 
position is a middle one, it leaves considerable control to the 
growers but gives some supervision to the central agency. 

Integration.—It is impossible to exercise the same control 
over all products. Codperatives may follow one product 
through to the retailer satisfactorily but not another. One 
form of goods may be marketed directly to the retailer satis- 
_factorily but not another. The question of the degree of 
integration is different with each product, each trade chan- 
nel, and each codperative association, whether federated or 
centralized. 

Inquidating Damages.—The centralized association may 
have an advantage in exacting heavy liquidating damages in 
case of contract violation. If quick and sharp punishment 
is meted out to the first few violators of a codperative con- 
tract, it may prevent a stampede on the part of many mem- 
bers to violate their contract. On the other hand, if the 
majority of the members really want to break an organiza- 
tion wide open, they can do it—contract or no contract. This 
was satisfactorily demonstrated on the part of the members 
of the Oregon Dairymen’s League that went to the grave be- 
fore its legal term-of life had expired. 

Capital Stock.—The main reason perhaps why more federa- 
tions than centralized organizations are organized on a capital- 
stock basis is that the early laws under which codperatives 
organized favored this form of association. This difference, 
however, is by no means inherent in either type of organi- 
zation. 

Business Done with Nonmembers.—Whether or not a co- 
operative association should transact business with nonmem- 
bers is difficult to answer. Some people believe that a policy 
of doing business with outsiders tends to attract them to the 
association, tends to cause them to become members. The 
author, however, knows of no quantitative data on this point. 
But it does seem fair that nonmembers should not be given 
the same benefits as members in an organization. Perhaps 
the policy followed by some codperatives of paying half the 
rate to nonmembers that is paid to members is fair. 
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Contacts with Growers—The federation, it is alleged by 
its proponents, can keep its members better informed on what 
is doing than can the centralized association. Ordinarily this 
is true. However, some centralized associations are seeking 
to overcome this disadvantage in various ways. One Tobacco 
Growers’ Codperative Association consisting of some 70,000 
members tries to keep the members educated through sub- 
sidiary organizations which are called “contact locals.” These 
locals, so called, hold meetings and discussions, and in this 
way an attempt to sustain a codperative morale among tobacco 
growers is made. The Fig and Peach Growers’ Association 
has developed a plan of educating its members through farm 
bureau centers. The Sun-Maid Raisin Growers established 
an advisory council. This council is composed of a repre- 
sentative from each of the thirty units of the membership. 
By holding meetings in each unit, the advisers or repre- 
sentatives get the sentiment of the growers and pass it on 
to the management. This system provides a means through 
_which the management can quickly and forcibly reach the 
growers. 

Other means used to educate the growers, to acquaint them 
with their organization, and to keep up their codperative 
morale, consist of home organs and bulletins published by the 
associations, field agents sent out among the growers by the 
association, and women’s auxiliaries formed by the wives of 
the codperators. Thus it will be seen that some centralized 
associations are attempting to create a substitute for the local 
unit in the federation that tends to keep the members in- 
formed on codperative matters. 


Conclusion 


It has been shown that there are many bases upon which 
cooperative associations might be differentiated, but that the 
two important bases are territorial and type of combination 
in the central market. The local unit while advantageous 
cannot meet all the marketing problems adequately; therefore 
a larger organization should be established. It was shown 
that growers, in attempting to form larger associations, have 
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created two types—the federation and the centralized organi- 
zation. Excluding codperative milk associations from the 
classification, it was pointed out that about one-half of these 
centrals are federations and the other half centralized as- 
sociations. Each type has its strong points, and each type has 
its weaknesses. Very likely both kinds are here to stay. 
This being assumed, the thing for each sort of codperative to 
do is to fortify it at its points of weakness, and strengthen it 
' at its points already strong. 

Centralized associations, for instance, may do well to place 
less emphasis on price control and more emphasis on the im- 
provement of the marketing services. Federations ought to 
strive to keep down dissensions in the locals, for these dif- 
ferences of opinion, at times, tend to wreck the federations. 
The division of authority in the federations must be care- 
fully worked out. If the local unit is given the task of grad- 
ing and standardization, the central body must educate its 
members or supervise them carefully. If the local unit is 
given the last word on when and where to sell its product, 
then the central body might to advantage furnish market 
news so that the local bodies can act intelligently in these 
matters. 

The local unit contact is being taken care of in some co- 
operative centralized associations through the employment of 
substitutes for the local units of the federations. The sub- 
stitutes might be carefully worked out and checked to see that 
they are actually substituting local units effectively. Neither 
type can hardly consider that the other type has a monopoly 
on its distinguishing characteristics. One might copy freely 
from the other when it is profitable to do so. 

Very likely both types of organization will be found in the 
future. If so, the experience of predecessors might be taken 
into account. Some of the centralized associations have un- 
doubtedly paid too much attention to growers’ contracts, and 
not enough attention to the improvement of the marketing 
services. At times professional promoters have hurried the 
producers into centralized codperatives which have proved 
both unfitting and highly costly. Perhaps the experts in 
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marketing at the state colleges could help the growers more 
than the professional organizers, and at less cost. 

Federations that are forming will likewise do well to study 
the difficulties of their predecessors. Dissensions that tend to 
split wide open the federation might thus be side-stepped. 
Methods used to get the managers of local units to codperate 
with the central might also be studied with a view to eliminat- 
ing the jealousies of local managers. By such procedure, both 
types of organization might make themselves stronger, and, 
therefore, more serviceable to the membership. 


QUESTIONS AND PROBLEMS 


Upon what bases may codperatives be differentiated? 

What are the weaknesses of the local codperative associations? 
Distinguish between a centralized association and a federated 
association. 

4, Outline the relative advantages and disadvantages of the cen- 
5 


SORE 


tralized association and the federation. 

. It is said that managers of codperative associations usually favor 
the centralized type of organization. Can you see any reasons 
why they might favor this type? 

6. Just why is there more discussion at present about centralized 
and federated associations than about local and district asso- 
ciations? 


CHAPTER XVIII 
COMMON DIFFICULTIES FACING COOPERATORS 


From the dawn of the codperative movement to the present 
time codperators have faced many obstacles, and many of 
these difficulties reappear so often to codperative associations 
that one can practically predict what some of them will be 
before a codperative is launched. It is some of these more or 
less commonplace obstacles in the way of successful codpera- 
tion with which this chapter will deal. 

Among these difficulties might be noted: (1) that of secur- 
ing an unbiased promoter; (2) that of signing up the mem- 
bership; (3) that of obtaining an efficient, honest. manager 
at a reasonable salary; (4) that of procuring a building site; 
(5) that of securing adequate transportation facilities; (6) 
that of finding a market for the product; (7) that of cut- 
throat competition; (8) that of meeting legal attacks; (9) that 
of borrowing money at a relatively low rate of interest; (10) 
that of preventing direct questionable interference on the 
part of competitors; (11) that of stopping malicious rumors 
about the organization; and (12) that of minimizing dis- 
loyalty. 


Promoters and Their Objectives 


Perhaps the first difficulty that codperators encounter is 
that of securing the proper leader to help organize them. 
Codperative promoters exist in abundance, so the problem 
is not one of scarcity. Codperative promoters always stand 
in a state of readiness to guide the movement, so the problem 
is not one of willingness. Codperative promoters are usually 
smooth sailing, glib-tongued, and attractive, so the problem 
is not one of personality. Codperative promoters sometimes 
seek their own ends first, and sometimes the ends of the co- 
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operators first, so the problem is largely that of obtaining a 
promoter who knows the interests of the codperators and will 
unbiasedly work for their interests. 

It may be worth while to devote more space to an effort 
to divide selfish and unselfish promoters, “the sheep and the 
goats,” with a view of showing the necessity of judicious 
selection of codperative promoters on the part of farmers. 
During the nineties of the last century, some manufacturers of 
creamery equipment conceived a new idea of increasing the 
demand for their products. The idea was codperative in 
nature. The manufacturers sent salesmen out among the 
farmers of the Middle West for the purpose of organizing 
farmers’ codperative creameries. 

These salesmen-promoters succeeded magnificently. In the 
course of a few years they were instrumental in organizing 
some 1,500 codperative creameries in which the farmers held 
stock. How successful! The manufacturers disposed of con- 
siderable creamery equipment at good prices, and the farmers - 
were in possession of codperative creameries. Unfortunately, 
however, many of these codperatives were built without re- 
gard for volume of business and competition. As a result 
approximately 75 per cent of the money spent on the co- 
operative enterprises was wasted. ‘In 1893 there were enough 
idle promoted creameries to represent $7,000,000 in invest- 
ment, but which were neither usable nor salable.”1 The 
farmers of the Middle West were misled in this movement and 
a goat misled them. He was the manufacturer. 

Occasionally, the promoter represents other business in- 
terests. Some time ago there was a private meat packing 
plant at LaCrosse, Wisconsin. It was not, however, very 
successful and as a consequence certain business men, in- 
cluding some bankers, were about to lose considerable money. 
In their desperation, these owners and creditors of the pack- 
ing plant devised a means of escape. It was codperative. 
They had the farmers of that vicinity called together and 
then told them of the splendid possibilities of codperative 
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meat packing plants. The farmers saw readily the “silver 
lining” and immediately decided to go into the meat packing 
business. Once the decision was made, of course, it was an 
easy matter for these business men to convince them directly 
and indirectly that it would be businesslike to buy out the 
owners of the LaCrosse Meat Packing Plant and thereby pre- 
vent probable competition. The farmers did so at the busi- 
hess men’s price. Wonderful! The business men prevented 
personal losses, and the farmers were in possession of a co- 
operative meat packing plant. But unfortunately, the farmers 
paid a good deal more money for the plant than it was worth, 
and as a consequence in a comparatively short time it closed 
down. Here again the farmers were misled and a goat 
misled them. He was another business man. In Oregon, 
farmers have likewise had defunct plants unloaded on them. 
In fact, only a few miles away from where the author is 
penning these lines, the LaCrosse experience was repeated, 
the only exception being that a creamery was involved in- 
stead of a meat packing plant. 

There is another goat. He is the promoter who frequently 
seeks relatively large fees for launching a codperative enter- 
prise. He is a professional who is more interested in his own 
welfare than that of the organization which he helps to start. 
He often builds the association, then leaves it to sink or swim. 
If it swims, all well and good, for it adds to his credit—and 
he gives a glowing account of it while attempting to organize 
other codperatives. If it sinks, all well and good, for it does 
not reduce his fees—and he simply omits mentioning it while 
he attempts to organize other codperatives elsewhere. Such 
a promoter may steer clear of the territories in which he has 
failed and bask in the sunshine of success in the districts in 
which he has succeeded. The members of defunct codperatives 
may “cuss” him, but he cannot hear them. The members of 
bankrupt associations may write to him of their failure, but 
he need not answer their letters. He is safe. He has his fee. 
He may live at peace in another land. 

When codperators seek a leader to organize them, they may 
do well to consider among other things: (1) his objective; 
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(2) his disinterestedness; (3) his training and experience, 
and (4) his place of residence. If the promoter is known to 
aim at the welfare of the association, to be unbiased, to be 
experienced as well as well trained in codperative matters, 
and to be a resident of the state in which the codperative is 
being launched, ordinarily he will be a fit leader to help 
promote the association. There are men attached to educa- 
tional institutions and farmers’ organizations and in some 
cases chambers of commerce who are working on salaries, and 
perhaps a few professional promoters who can measure up to 
most of the foregoing qualifications. Of course, they will 
make some mistakes, but they are not so likely to err so fre- 
quently or so largely as some itinerant professional codperative 
promoters or some interested business men. 


Signing Up the Members 


It is a moot question whether or not the members should 
be signed up in a codperative association quickly or slowly. 
In the case of the centralized association, the members are, 
as a rule, signed up speedily. A large meeting of growers 
is called and impassioned orators address them on the value 
of codperation. Squads of men are sent out in automobiles 
among the growers to get signatures. Official organs are 
mailed to the growers, and these tell of the necessity of the 
codperative movement in unmistakable terms. ‘Too often 
these organs, however, carry cartoons that misrepresent the 
middlemen and discredit established exchanges and market 
news agencies. Too often, also, do these misrepresentations 
add members to the association. The campaign lasts a few 
months and when it is completed it is sometimes surprising 
to discover that thousands of farmers have been “gathered 
into the fold.” 

The main advantages of such a campaign is that the ene- 
mies of the codperative association are given less time in which 

to work against the formation of the association, and that it 
is usually less costly to organize quickly than slowly. The 
chief disadvantages are that many of the members join with- 
out knowing the real merits and drawbacks to the organiza- 
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tion, and that misrepresentations creep into the campaign 
which later react unfavorably upon the organization. 
Ordinarily a federation is created more slowly than a cen- 
tralized association. The managers of the local associations 
must be convinced of the value of the overhead agency as well 
as the members. In fact, the local managers may selfishly 
work against the formation of a central agency, for it fre- | 
_ quently takes away many of the prerogatives of the local 
managers. To overcome their opposition, at times it has been 
necessary to use coercion to get the members of the locals to 
join against the managers’ advice. Generally, this is an ex- 
ceedingly difficult task, for too often the local managers vir- 
tually hold the growers in the “hollow of their hand.” On 
the other hand, the opposition of local managers sometimes 
redounds to the good of codperation for it frequently causes 
the promoters to create a stronger organization than they 
would were it not for the opposition. 


Procuring and Holding an Efficient, Honest Manager 


In the evolution of business institutions, codperative enter- 
prise is comparatively new, and codperative managers that 
are at once efficient and honest are relatively scarce. A 
manager should be capable of organizing the concern effi- 
ciently, of utilizing intelligently market news so as to be able 
to release proper quantities of the goods from time to time 
in order that the growers may secure the best prices, be able 
to get along smoothly with other people, and be able to point 
out the difficulties and possibilities of a given policy so con- 
vincingly that the directors can see the obstacles and advan- 
tages of such policy as clearly as the manager himself. The 
manager should also be honest, and capable of growing men- 
tally as the concern grows in size or as changed conditions 
demand new and better methods of action. 

To pick such a man as manager often requires a good deal 
of ingenuity. For the position of manager of a codperative 
association, however, will be found innumerable applicants. 
Some have attractive personalities, but little if any train- 
ing. Some have adequate training, but little if any experi- 
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ence. Some are good politicians but poor business men. 
Some are excellent clerks but are poor timber for managers. 
The chaff will have to be separated from the wheat. Yet it 
frequently requires not only ingenuity to do it, but a rather 
cold. heart as well. This is true because many would-be 
managers work on the sympathy of unsuspecting farmers— 
yes, even on the sympathy of unsuspecting board members. 
This is true because some would-be managers have tied them- 
selves up sympathetically to members through promotion of 
all kinds. This being true it might be well to let a hard- 
headed, trusty banker help the farmers select a manager. 

It is impossible to point to any one source for managers, 
' for they have come from many walks of life. Nevertheless, 
it is generally a good idea to select a man who has had ex- 
perience in the line of business for which the association is 
organized. He may be drawn from active private business, or 
he may be taken out of some codperative association. After 
an association has made progress, the question of manage- 
ment may be solved in a different way. For a going concern 
can develop understudies which make efficient help later’on. 
In passing, it is worth while to call the attention of the reader 
to college students. Some college graduates are making ex- 
cellent managers for codperative associations. Undoubtedly, 
the college is an excellent source for raw material. Given 
the right quality and quantity of experience, the college 
student’ may prove a capable, honest manager. 

As to salary, the codperative manager should receive about 
the same pay as a manager in a similar position in private 
industry. This rate should procure and hold fast the 
manager. 


Obtaining a Business Site 


In days gone by some codperative grain elevator com- 
panies were refused sites along railroad lines by the railroad 
companies. This was in the days when railroad officials were 
financially interested in the old line elevators, and as a con- 
sequence they did not want codperative competition. This 
difficulty was met in one state by the passage of a state law 
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which compelled railways to go so many feet away from 
their right of way for farmers’ grain. But the problem was 
uniformly solved when the railroads were divorced from the 
line elevators. : 
However, prospective codperatives still meet competition 
in securing the proper site. A codperative store in Oregon 
was unable to get title to a piece of property for two months 
_ mainly because of opposition on the part of competitors. But 
perseverance finally won the day for the codperative. This 
type of competition, however, is likely to prevail indefinitely. 


Obtaining Adequate Transportation Facilities 


Back in the days when railroad officials owned stock in 
companies that competed with codperative associations, the 
latter organizations experienced genuine difficulties. In the 
first place, the codperatives were frequently unable to pro- 
cure sufficient cars or the right kind of cars. In the second 
place, the codperatives’ produce went relatively slowly-to mar- 
ket. However, this discrimination is largely, if not entirely, 
ancient history, but this is not true of other difficulties. 

We cannot escape the fact that codperative associations still 
experience difficulty in getting cars. This difficulty largely 
arises out of the lack of cars and poor terminal facilities. 
By its ordering cars early, a cooperative may at times over- 
come the evil of car shortage. By its erection of refrigerator 
cars, the codperative may occasionally take care of the car 
shortage problem, and procure the right kind of cars—in a 
word kill two birds with one stone. To do this, however, 
requires considerable capital—too much for many codpera- 
tives to bring this solution of the problem into the range of 
a probability. 


Finding Outlets for Codperative Products 


The Wisconsin Cheese Federation was forced to build or 
buy storage plants before it could find satisfactory outlets 
for its products. Before the federation began business it was 
found that competitors had engaged all the available storage 
space for cheese. The Canadian grain codperatives were 
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forced to distribute dividends on the basis of capital stock, 
before they could procure a seat on the Winnipeg Exchange. 
This grain exchange refused to transact business with a co- 
operative that distributed dividends on the basis of business 
done through the association. It is likely that the exchange 
feared the spread of the codperative principles through its 
own doors. Farmers’ elevators in this country have had 
to fight rings in the primary markets. However, there ap- 
pears to be no discrimination against codperative elevators 
in the primary markets at the present time. Codperative 
stores have found difficulty in buying goods from rings of 
wholesalers, but in the main these obstacles have also been 
overcome. 


Price Competition 


Competitors of codperative associations try to eliminate 
them in various ways. One means is that of lowering prices 
at the points in which the codperative is competing for busi- 
ness, and attempt to recover the losses at points in which 
the codperative does not compete for trade. Another way 
is to cut prices everywhere uniformly with the hope of driv- 
ing the codperative from the field. Another method is to 
lower prices on the commodity in which the codperative 
specializes, and attempt to recover the losses through high 
prices placed on other goods. A fourth scheme, which 
amounts to a cut in price, is to give a special concession in 
the form of discounts, long credits, and the like. 

A good example of the first type of competition occurred 
at Payette, Idaho, a few years ago. Two private creamery 
companies were competing for trade with the codperative 
creamery at Payette. The private concerns simply raised 
the price of butter fat at points where they came in com- 
petition with the codperative, and lowered the price of butter 
fat at noncompetitive points. For a time it appeared as if 
the codperative were going to lose not a little business. How- 
ever, it gathered the facts in the case, which included two 
checks given to patrons by the private concerns, photographed 
the checks, listed the prices at the different points, wrote up 
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the case convincingly in the form of handbills, and dis- 
tributed the handbills among the dairymen of that region. 
The result was twofold: (1) the private concerns dispensed 
with their competitive method; and (2) the codperative en- 
larged its business appreciably. 

The second form of competition was encountered by a co- 
operative store in a certain city in Oregon, in 1923. At that 
time a chain store entered the city and immediately cut prices 
on practically all the goods the codperative was selling. More 
than likely it hoped to drive the codperative from the field; 
in fact a report was circulated that the chain would even- 
tually drive the association out of business. The prices of 
the chain store were so much lower than the prices of the co- 
operative concern that many of the codperators began buying 
a few goods from the chain. 

The manager solved his difficulty in this fashion: He went 
by automobile to the various towns in the state and to two 
cities in an adjacent state in which the chain had _ branch 
stores. At these stores, he secured the prices charged for a 
relatively long list of commodities, brought them to his home 
city, and graphically compared these prices with the co- 
operative prices and the chain’s prices in the home town. 
The comparison clearly showed that out-of-town prices were 
higher than the codperative prices or the home town chain 
prices. A meeting of codperative patrons was called and 
to these the graph was displayed. The effect was instan- 
taneous—the chain immediately lost the codperative patrons’ 
business. 

An example of the third type of competition may be found 
when a private concern that handles many commodities comes 
in competition with a codperative that markets but one or 
two of the goods sold by the private company. The tendency 
is for the private firm to sell its competitive goods more 
cheaply than its noncompetitive goods with the hope of driv- 
ing the codperative from the field. About the only thing the 
codperative can do in a case of this kind is to withhold its 
goods from the market until the competitor has spent its 
forces and then market at higher prices. If the codperative 
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controls a relatively large volume of the business, this pro- 
cedure is entirely practicable. | 

The third form of competition is at times slightly varied. 
Where a cooperative is selling many goods the private com- 
petitor may use one product as a leader to give the impres- 
sion that all his goods are low in price. This method is some- 
times met by a similar policy on the part of the association, 
and sometimes it is met by cutting the price in the codperative 
to meet that in the private concern. In one particular case, 
this type of competition was effectively faced in a still more 
novel way. A private firm used sugar as a leader and sold 
it considerably below the wholesale price. As soon as the 
scheme was noted the codperative sent a few of its patrons 
over to the private store to buy sugar., Some twenty-seven 
sacks were purchased by the patrons at the excessively low 
price, and the codperative delivery wagon promptly called 
for them. The private concern rather quickly sensed the 
situation and raised the price of sugar. 

Private competitors also seek to draw trade away from co- 
operative associations by offering buyers certain concessions 
in the form of long credits, discounts, and the like. Some 
codperative organizations seek to offset this form of com- 
petition by throwing out to the buyers equivalent concessions. 

Finally, some codperative associations have been quite suc- 
cessful in working out price agreements with their private 
competitors. Others have entered cutthroat price wars which 
eventually eliminated them or their competitors. Of the 
two methods, the gentleman’s agreement appears the safer 
for the cooperative association, and many association mana- 
gers prefer it. 


Legal Attacks 


Some codperative organizations have been greatly embar- 
rassed by legal suits. At times, private concerns have 
brought suit against codperatives, alleging the infringement 
of patent rights. The early granges experienced some real 
difficulties in this respect. At other times, private firms have 
brought suits against codperatives, alleging that the asso- 
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.Ciations are in restraint of trade. The Raisin Growers of 
California have had some embarrassing moments, because of 
monopolistic charges. At still other times private companies 
have brought suits against codperatives to prevent them from 
enforcing the delivery of goods under contract. Because of 
liens and mortgages in the South, the southern ‘associations 
have found difficulty in forcing growers to deliver their crops 
to the organization according to contract. The employment 
of skilled legal advisers by codperatives is usually the best 
way out of legal obstacles; and is generally the best way 
to prevent litigation. 


Getting Favorable Loans 


Competitors of codperative associations have at times been 
interested in banks to the extent that they have been instru- 
mental in preventing the codperative organizations from se- 
curing loans from these banks. In such events, the codp- 
eratives had to go elsewhere for loans. At other times, these 
competitors have forced association officials to present ex- 
traordinary security, prime collateral, joint and several notes, 
before the banks would grant funds to the codperative as- 
sociations. In other instances, private competitors have 
formed a little combination and through it tried to get bank- 
ers to withhold loans from the codperatives. 

In these cases, the officials of the associations have simply 
had to tell the bankers that they would do business through 
other banks if they refused to grant credit. Sometimes, the 
cooperatives won over their competitors, and sometimes they 
lost. Another difficulty is that the codperative association 
is not large enough in many cases to go to eastern bankers 
to procure funds at low rates of interest. Their smallness 
keeps them tied to the local bankers who cannot grant as 
favorable terms as big eastern credit men. The fault here 
is not in the local banker, nor in the eastern banker, but in 
the small volume of business. 

At present, however, codperative associations are encoun- 
tering few obstacles in the procuring of loans. Local bankers 
very often treat codperative organizations on a par with 
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private business men. For example, twenty-six banks in the 
state of Oregon came willingly to the rescue of the Oregon 
Codperative Growers’ Association in one year; they advanced 
the codperative funds on favorable terms, so that it was en- 
abled to market its prune crop quite satisfactorily that year. 
The War Finance Corporation has also been liberal with 
successful codperative organizations. At present, the Inter- 
mediate Credit banks are placing their services at the dis- 
posal of strong codperatives that are endeavoring to market 
their products advantageously. The credit situation taken 
by and large is now quite satisfactory for associations. 


Questionable Business Interference 


There are many forms of dishonest interference with the 
business of the codperative associations. A patron of one co- 
operative egg organization shipped to its central office first- 
class eggs. But while these eggs were en route, inferior eggs 
were substituted for them, it is alleged, for the sheer pur- 
pose of discrediting the codperative association in the eyes 
of its members. An employee of a codperative association was 
bribed by a private competitor to misrepresent the goods, it 
is claimed, to buyers of the codperative, and in this way 
throw the business to the private concern. A cook in a rather 
large establishment was bribed to misrepresent the products 
furnished by a codperative association to the establishment, 
for the purpose, it is asserted, of discrediting the codperative. 
Other illustrations of direct interference with the codpera- 
tive’s business might be cited; suffice it to say that the meth- 
ods are at once numerous and varied. However, equally as 
striking examples could be given of direct interference with 
private concerns so that these methods are not therefore used 
only against codperative associations. In all such instances, 
about the best remedy is to run down the culprits and se- 
verely punish them. 


Malicious Rumors 


It seems to be a favorite method of some competitors of 
cooperative organizations to broadcast rumors against the 
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codperatives. A competitor said to a member of a coopera- 
tive association: “I would like to get your business now, I 
understand the codp is about to go into bankruptcy.” The 
patron asked: “Who told you that the codp is ready to go 
into bankruptcy?” “Nobody,” was the reply of the com- 
petitor, “but a member offered to sell his stock to me for 
50 per cent below its face value. Something is decidedly 
wrong, or he would not want to get out.” 

_ To a member of another codperative association, a com- 
petitor said, “I understand that the codp sold its fruit away 
below the prices nonmembers received for their fruit this year. 
You had better do business with me, or the old codp will 
rob you of your eye-teeth.” “TI dunno whether the codp is 
a bigger robber than you,” was the retort. 

While a patron of a codperative store was buying a few 
goods from a competitor one day, he was asked what the co- 
operative was charging for certain other articles. The patron 
gave the competitor the desired information, whereupon the 
patron was told that these prices were outrageously high 
and if the codperative store charged such exorbitant prices 
for these goods, it charged equally as high prices for other 
commodities. “You had better do business with a man who 
won’t rob you,” was the competitor’s final comment. 

To a member of still another codperative organization a 
competitor intimated one day that the association was losing 
money, that its books were in a discreditable shape, and that 
the patron had better do business with a private firm before 
he lost too much money. 

And thus it goes. Rumors of ‘all sorts are spread widely 
about codperative associations. To check them quickly and 
effectively is the task of each codperative. Sometimes an 
investigation made by a disinterested party will go far toward 
restoring confidence that has been shaken by rumors. To 
exemplify: A committee of the Oregon Farmers’ Union made 
an investigation as to the comparative prices nonmembers 
and members of the Oregon Codperative Growers’ Association 
received for their prunes over a certain period. The data 
indicated that the codperator received a little higher price 
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on the average. This investigation helped restore confidence. 
Official reports on the codperative business that are submitted 
to members likewise tend to check the spread of rumors. 
Audits of the books of a codperative, made by certified pub- 
lic. accountants also frequently suppress malicious reports. 
Discussions at growers’ meetings at times are helpful in re- 
storing confidence in the wake of a rumor. The method 
used to check rumors, however, should depend upon the na- 
ture of the rumor, and the type of codperative organization. 
If the official is not extremely careful in trying to check a 
rumor, he will add to its destructive effect. 


Disloyalty of Members 


Unfortunately too many members of codperative associa- 
tions are shortsighted. If a competitor temporarily offers 
them a higher price than their codperative, they want to 
leave their association. If a competitor offers to advance 
them a little more money for their crop than the codperative, 
they want to sever relations with their association. If a com- 
petitor will grade their products a bit higher than the co- 
operative, they want to bolt. It is, of course, true that some 
private concerns can and do offer better permanent terms 
to the members of weak codperative societies than the or- 
ganizations can possibly afford to give their members. Per- 
haps, these codperative associations deserve to fail unless they 
can improve their efficiency. However, it is equally true 
that some competitors temporarily throw out favorable terms 
to codperative members simply to bait them. Altogether too 
frequently codperators, sucker-like, swallow the hook, line, 
and sinker. After the codperators break up their association, 
then the competitors make the codperators pay for breaking 
up their organization by giving less favorable terms in trade. 

How can cooperatives minimize disloyalty? Several meth- 
ods are devised. One is so to educate the codperators in the 
spirit of codperation, that they shall hold it is a disgrace to 
start something worth while and then, because of a few re- 
verses, abandon it. Some people believe that codperators 
should be taught that they must give the same loyalty to 
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the association that they give to the family, to the church, 
and to the school. Another scheme is to tie up the members 
in iron-clad contracts that exact heavy penalties in cases 
of contract violation. Where the first few offenders are pun- 
ished quickly and sharply, such procedure has been effective 
in preventing widespread disloyalty. But this is certainly 
legalizing loyalty. A similar plan is to get an injunction 
to prevent a codperative member from selling his products 
outside the association. Some states permit the legal use 
of injunctions for this purpose. But this again is legalizing 
loyalty—yet it is sometimes extremely effective. 

Some coéperative associations attempt to hold their mem- 
bers in the fold by making it difficult to get into the organiza- 
tion once the members have withdrawn. Heavy member- 
ship fees are imposed upon old members when they try to 
return to the association. Certainly, this method makes a 
rational member hesitate before leaving his association to 
swallow a temporary bait. 

Other codperatives are attempting to get a loyal member- 
ship through careful selection. To exemplify: A certain cot- 
ton association receives new members only when each ap- 
plicant is vouched for by three old members. The old 
members must certify that each respective applicant is of 
good codperative material, and will not be hampered by 
obstacles like mortgages and liens from delivering his crop to 
the association. 

Still other codperative organizations indirectly try to im- 
prove loyalty by setting dates on which members will be 
accepted. In one association, any one eligible who did not 
sign the contract by or before a certain date may not enter 
the association for a period of two years. It is believed 
that competitors will not lose money through giving favor- 
able terms to a grower for a period of two years, and that 
experience will teach the disloyal the value of loyalty. 

All these schemes are undoubtedly helpful at times. But 
to rely on any one method or set of methods wholly will be 
futile in the long run to any codperative association. With 
one or more of these schemes must go the determination to 
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make the organization efficient, useful, and serviceable to 
the members. Once the organization gets into a genuine 
serviceable condition, however, it must be constantly sold 
to its members. Its members must be educated to the value 
of codperation. Its members must be kept informed about 
what the organization is doing for them, and how it is doing 
it. This can be accomplished only by a broad, effective, 
informative educational program. 


Conclusion 


Only some of the most commonplace difficulties of co- 
operative associations have been discussed in this chapter. 
These obstacles are so common that they are almost pre- 
dictable. There are few associations that have not faced the 
obstacles of promotion, signing up members, getting an ef- 
fective manager, procuring a building site, securing ade- 
quate transportation facilities, finding favorable markets, 
meeting competition, facing legal attacks, borrowing money, 
preventing direct interference, checking rumors, and facing 
disloyalty. In our changing society, however, codperatives 
are continually facing new difficulties. To meet these new 
obstacles satisfactorily, codperative officials must have the 
capacity to grow mentally, and a determination to face the 
facts. 


QUESTIONS AND PROBLEMS 


_ 


Outline the difficulties codperatives have frequently encountered. 
2. oe qualities should a promoter of codperative associations 
' have? 

3. Do you think members of a codperative association should be 
signed up quickly or slowly? Why? 

4. Draw up a rational plan for selecting a manager of a coopera- 
tive association. 

5. Do you think a relative of a member of a board of directors of 
a cooperative association should ever be permitted to act as 
manager of the association? Why? 

6. Is the trade discount a form of price competition? Why? 

7. What would you have done had you been the manager of the 

Payette Codperative Creamery when its competitors followed 

the tactics described in this chapter? 


10. 


dd 
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Just why are managers of codperative stores usually kept out 
of retail merchants’ associations ? 


- How do you account for the fact that outside opposition to a 


cooperative frequently unites the members of the codperative? 
Give as many ways as you can think of to check the spread of 
Tumors about a codperative association. 

Why is it necessary constantly to “sell” a codperative asso- 
ciation to its members, and what methods would you devise for 
this purpose? 


CHAPTER XIX 
PRICE PROBLEMS 1 


Attitudes toward Price-Fixing 


It is the opinion of many well-intentioned people that if 
most of the farmers in this country were only to organize 
themselves into codperative associations along commodity 
lines they could arbitrarily set the prices for all the goods 
they produce. Some people are led to this belief by inference. 
They say if the Government can set prices so can cooperative 
associations. Other people say if great monopolistic concerns 
can fix prices, so also can codperative organizations. Still 
other people contend that middlemen arbitrarily set prices so 
that farmers have to take the prices offered them for their 
produce and pay the prices asked for the goods they buy. 
These same people maintain that codperative associations 
could wrench such power from middlemen and use it for their 
own benefit. There are, also, some people who allege that the 
very fact that farm prices have been away out of line with 
other commodity prices since 1920 indicates that manufac- 
turers and middlemen are better organized than farmers, and 
that they can, and do, as a consequence, arbitrarily set prices 
at the expense of farmers. To correct this evil, these people 
advocate codperative marketing. Finally, there are other 
people that are blindly following professional codperative 
organizers and others who have told them that farmers can 
arbitrarily fix prices if they will but organize into great co- 
operative associations. 

These ideas are commonplace, though not so commonplace 
but that they give codperative managers and others difficulty 


1The author gave most of this chapter in the form of a paper at a 
school for codperative managers and directors held at the Oregon 
State Agricultural College in February, 1926. 
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from time to time. One way to place such ideas into the 
category in which they belong is to discuss the factors that 
enter into price-making. Attention will now be directed to a 
discussion of market and normal prices, partly with this idea 
in view, and partly to see in just what ways, if any, co- 
operatives may influence prices. 


Normal and Market Prices 


By normal price is usually meant that price which “tends 
to prevail over a period of time, and hence the price which 
will bring upon the market just that supply for which pur- 
chasers will pay enough to cover the expenses involved in 
production and marketing.” ? On the other hand, the market 
“price is the actual price that prevails from day to day.” 
Market price tends to swing about the cost of production. 
- Sometimes it is above the cost of production, sometimes it is 
below the cost of production. 

There are, however, apparent limits beyond which somiee 
price cannot go very long without diminished or increased 
production. The cost of production is the lower limit. If the 
market price of a given product remains long below the cost 
of production the tendency to decrease production will be 
shown. This truth was obviously reflected by migrations from 
the farm in this country in 1921-1922. During this farming 
year it is estimated that the farmers of the country received 
on an average a minus interest rate on their investment of 
1.4 per cent. 

The upper limit of market price, however, is set by the 
willingness of consumers to buy. If the market price of a 
given product is relatively high in comparison with the cost 
of production, and consumers willingly pay that price, then 
the tendency to increase production will be reflected by addi- 
tional efforts put forward by producers to increase their out- 
puts. The increased production of wheat in 1919 illustrated 
this tendency at work. The acreage harvested, according to 
the 1921 Yearbook of the Department of Agriculture, was 20 


2¥F. E. Clark, Principles of Marketing, pp. 413-4. 
H.C. Taylor, Agricultural Economics, p. 547. 
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per cent greater than any previous year.* War prices were 
in a large measure responsible for this increased output. 


Factors Affecting Market Price 


Now it is the actual market price farmers receive for their 
products that directly interests them, and it is that price to- 
gether with the factors influencing it that will now be dis- 
cussed. The price the farmer generally gets for his product 
is the wholesale market price minus the costs and profits neces- 
sary to forward the produce to the wholesale market. 

On the other hand, the price the consumer usually pays for 
the product is the market wholesale price plus the costs and 
profits necessary to distribute the product from the wholesaler 
to the retailer, and to the consumer. The wholesale price is 
generally used as the basis of figuring other prices, because 
wholesale prices are the most sensitive to changes in supply 
and demand and reflect these changes more quickly than 
either the grower’s prices or the retailer’s prices. This in turn 
is partly due to the fact that market information has to be 
quite accurate at the wholesale markets or the wholesalers 
who deal in large quantities of goods will lose considerable 
money—far more than growers or retailers who deal in small 
quantities. Wholesalers have long realized this fact and have 
accordingly developed a sensitive market-price system. 

It is the foregoing prices that tend to obtain when goods 
are produced and marketed under competitive conditions. 
And it might be added that the freer the competition the more 
likely are those prices to obtain. It is now in place to discuss 
the definite factors which affect market price. 


Factors Affecting Supply 


On the side of supply, these factors tend to reflect them- 
selves in the market price farmers receive for a given product. 
(1) Previous costs of production, (2) diseases, (3) weather 
conditions, (4) tariff walls. 

If the cost of production of a given crop harvested last 


SS 
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season is relatively high in comparison with the price for that 
crop, farmers tend to produce less this season, and a smaller 
crop tends to shoot prices skyward for this season. On the 
other hand, if the cost of production of a given crop harvested 
last season is relatively low in comparison with. the price for 
that crop, farmers tend to produce more this season, and a 
larger crop tends to drive prices down for this season. This 
. tendency to increase and to decrease production, however, is 
hampered by the immobility of capital and labor, and the 
inability on the part of farmers to get and interpret accurately 
production and market information. It is often hard to 
change from the production of one crop to another, and it 
frequently takes longer than a season to do so. Thus peach 
and prune productions for example cannot be quickly in- 
creased and decreased in accordance with changing prices. 
Diseases, also, play an important role in price-making. 
When the alfalfa weevil invaded Southern Idaho, these little 
insects reduced the supply of hay and shot up its price. When 
the hoof and mouth disease played havoc in California, this 
disease reduced the supply of good dairy cattle, and conse- 
quently increased the price of these animals. Other examples 
could be given but suffice it to say that diseases have a great 
influence on market prices. In a similar manner weather 
conditions, over which man has no control, interplay in price- 
making because they reduce or increase the supply of prod- 
ucts from season to season. 
Tariffs, furthermore, register their effects on the prices of 
,some farm products. If the product is produced in such 
limited supplies that there is no exportable surplus, and there 
is not even enough for home consumption, then a high pro- 
tective tariff upon the importations of this product will raise 
the price of the product grown at home. This is true because 
the consumers pay the tariff; and thereby enable home 
producers to raise their prices up to the foreign price of the 
product plus the tariff rate. The government gets the revenue 
levied on imports, but the domestic producers get the higher 
price which the tariff enables them to charge. While this 
gives the producers an advantage at the expense of the con- 
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sumers, it is practiced quite extensively by some countries. 
The orange and lemon growers of California and Florida have 
found this an effective means to get higher prices for their 
products. 


Factors Affecting Demand 


On the side of demand these factors may be listed as inter- 
playing in the price of a given product: (1) the availability 
and prices of substitutes; (2) custom and convenience; (3) 
changing habits of consumption; (4) strength of demand crea- 
tion; (5) war; and (6) government regulations. 

If a commodity has an elastic demand, that is, if it has 
many available substitutes, then the prices of these substi- 
tutes influence the price of the commodity. When the price 
of the commodity is relatively high, consumers will turn to 
substitutes and buy them. While the substitutes may not 
serve the purpose quite as well as the commodity in question, 
they will do nevertheless. The prices of honey, for example, 
are influenced by the prices of sugar and jams. Even monopo- 
lists who, within limits, control the price of their product 
recognize this principle in setting prices. 

If the product, however, is one that creates a habit or is a 
necessity the demand of which is relatively inelastic, then the 
price may become more or less customary. At least that is 
true of its retail price. Thus we have before the War a 5-cent 
loaf, a 10-cent sack of salt, and the like. There may be an- 
other reason, however, for this customary price, the fact that 
it is more convenient than a price that is constantly changing. 
Again, even the monopolist recognizes the inelasticity of the 
demand for some goods. When he can monopolize such a 
product, he ordinarily raises its price much higher in propor- 
tion to the price of a commodity that has an elastic demand. 

The changing habits of consumers likewise reflect them- 
selves in demand. Before the days of salads lettuce did not 
have the strong demand that it now possesses. This increased 
demand, unless offset by other factors, naturally increases the 
price of the product. Of course this tendency works against 
other products that are being discarded, it decreases the de- 
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mand for them and as a consequence, unless offset by other 
forces, the decreased demand lowers the prices of these par- 
tially discarded goods. 

In a similar way demand creation plays havoc with prices. 
If the advertising and salesmanship used to push a product 
in the trade are successful, then the demand for the product 
is increased. Perhaps more people consume the goods or per- 
_haps present consumers buy more or perhaps both results 
occur simultaneously. At any event, the price of the article, 
unless offset by other forces, will rise as a consequence. 

War always upsets many commodity prices. The World 
War created a great demand for some farm products. While 
it did so in many ways, one telling way was through the sink- 
ing of cargoes of food. Partly because of this fact the de- 
mand for many American products strengthened. In the 
first place the actual sinking of cargoes partly strengthened 
demand, and in the second place the fear entailed partly 
strengthened demand. Then the post-war period tended to 
change the prices of many of these goods in the opposite 
direction. 

Finally, government regulations on consumption are re- 
flected in prices. The Prohibition Act, for example, tended to 
reduce the price of hops and later to increase the price of 
raisins. The limitations put on the consumption of wheat 
bread during the War tended to increase the price of the sub- 
stitutes of wheat bread. In each case the demand for the 
product was affected to such an extent that it was reflected 


in the price. 


Complications of the Price-Making Process 


It may therefore be pointed out that price-making is a 
complicated process. On the side of supply it is affected by 
costs of production in the long run, by diseases, by weather 
conditions, and by tariffs. On the side of demand it is in- 
fluenced, among other things, by the prices of substitutes, by 
custom, by convenience, by changing habits of consumption, 
by demand creation, by war, and by government regulations. 
All these factors and others interplay in market price. Some 
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of the forces may partly be controlled by man but others can 
not as yet be harnessed by the human hand. How then may 
producers’ codperative associations affect prices? 


Limitations to the Price-Making Power of Codperatives 


Before pointing out definite means by which codperative 
associations may influence prices, it may be fitting to say 
that codperatives cannot arbitrarily set prices. The raisin 
growers tried to do so, but they had to take into account 
demand and supply and eventually they were legally pro- 
hibited from following some of their so-called price-setting 
practices. Even industrial monopolists have been forced to 
consider economic principles before setting prices. Perhaps 
salt is the only product on which a monopolist may arbi- 
trarily set a price if he has sufficient control. All other goods 
have substitutes. If we accept the truth, then, that co- 
operatives cannot arbitrarily fix prices, we may be ready for 
a discussion of the ways and means by which codperatives 
may influence some prices. 


Possibilities of Affecting Prices Open to Codperatives 


In the first place,.it may be possible to decrease the supply 
of certain goods produced on a limited area. This has been 
attempted by price proclamations, by burning part of the 
supply, by plowing up a part of the crop, by monopolistic 
methods, and finally by distributing crop information at the 
opportune time. All have been unsuccessful in most cases. 
However, it may be that the last scheme may yet be developed 
and made effective in limiting supplies. If so, it will be largely 
due to the codperatives, for the average farmer can hardly 
develop the skill, and take the time, to procure and interpret 
crop information to advantage. Managers of codperatives 
will probably have to do this for the farmer, if it is done 
at all. 

In the second place, codperatives may be able to enact 
legislation that will give the producers of some products grown 
in limited areas protection. Already the example of the orange 
and lemon growers was cited. Very likely growers of other 
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products, if they can overcome the opposition, may follow 
this example. 

In the third place, for some products, it may be possible 
for codperatives to increase the demand through effective 
advertising and salesmanship and thereby increase prices. 
The cranberry producers did that very thing in Chicago in 
1916. The American Cranberry Exchange spent $23,000 on 
advertising cranberries in Chicago that year, and the result 

was a 4714 per cent increase in sales over 1915 sales, 2714 
per cent increase over 1914 sales, and 57 per cent increase 
over 1913 sales in Chicago.® 

Another way to create demand may be to reduce or in- 
crease the number of brands of the product so that the varying 
classes of consumers with varying purchasing powers may be 
reached. The number of brands of every product should be 
based on the purchasing power of consumers. This permits 
of the most effective demand creation. 

Other methods open are: (1) a more even distribution of 
the product in markets; (2) the prevention of back shipments; 
(3) and an increase in retail turnovers. By diverting more 
goods en route and by better utilization of market news, 
market gluts may be cut down by codperatives and the aver- 
age price of the goods increased. By a more careful study 
of routing, codperatives may also prevent some resales and 
back shipments and thereby reduce the cost-to-sell. And by 
getting retailers to increase their turnovers through selling 
at lower prices codperatives may increase the demand for 
the product. 

These methods, however, relate to the distribution of the 
product, but they are nevertheless important in influencing 
prices. Already some codperatives have done much along 
these lines. For instance, the Federated Fruit and Vegetable 
Growers, Inc., have prevented many resales and back ship- 
ments. But manufacturers have done the most in these re- 
spects. They have helped the wholesaler and retailer sell 
goods and by so doing feathered their own nests. They have 


a 
5T. Macklin, Efficient Marketing for Agriculture, p. 73. 
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worked out efficient routing systems and by so doing feathered 
their own nests. They have helped retailers increase turn- 
overs and thereby feathered their own nests. Their lead is 
worthy enough for some codperatives to follow. 


Summary and Conclusion 


In conclusion, we may say that codperatives cannot arbi- 
trarily fix prices. Furthermore, codperatives that control a 
small portion of the product can do little, if anything, to 
influence price. This is particularly true of codperatives con- 
trolling a portion of the supply of goods that have a world 
market like wheat and cotton, and it is equally true of some 
other goods. 

However, in the case of a codperative that controls a rela- 
tively large portion of the acreage of some goods it may in- 
fluence prices slightly by attempting to limit the physical 
supply through education, by tariff walls, by effective de- 
mand creation, by a better distribution of the product, and 
possibly by selling brands that meet the needs of varying 
classes of consumers with varying purchasing powers. But 
when codperatives attempt to influence price by most of these 
methods, they are doing it through the improvement of some 
of the marketing services and are therefore to be commended. 
Nearly all other methods that have been followed in attempt- 
ing to influence price have failed and will very likely continue 
to fail if tried in the future. These facts codperative leaders 
should bear in mind particularly when they are discussing 
price before farmers—because few promises fulfilled are better 
than many promises unfulfilled, because it is attempts at the 
impossible that make the possible more difficult to attain. 

Fortunately, some leaders are recognizing these truisms. 
But when all leaders recognize them, the dawn of a new day 
for codperation will have arrived. Before the sun sets in the 
blue of that new day many of the problems of codperatives 
will have been solved, and codperatives may then turn their 
attention toward other important questions relating to man- 
agement and sales for example, with a greater hope of solv- 
ing them. 
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QUESTIONS AND PROBLEMS 


. What reasons have led some farmers to believe that codperative 
marketing associations can arbitrarily set prices? 

. Differentiate market price from normal price. 

. Enumerate the factors affecting the market price for farm 
products. 

. Why is it impossible for a codperative arbitrarily to fix the price 
of a commodity like wheat? 

. Make curves showing the yearly price and supply variations of 
potatoes over a period of twenty years, and then explain the cor- 
relation or lack of correlation in each respective year. 

. How can cooperative marketing associations influence the price 
of a particular farm product? 

. Assuming that the retail price of prunes is relatively too high to 
stimulate demand, how would you solve this problem if you were 
the manager of the Pacific Northwest Prune Exchange? 

. Why is it impossible for a codperative always to get top prices 
for all the products of every member of the association? 

. Give an account of the methods formerly employed by the raisin 
cooperative to set prices. 


CHAPTER XX 
POOLING PROBLEMS 1 
Definition of Pooling 


Pooling may be defined as a plan by which farmers com- 
mingle their products and market them together during a 
definite period, for the primary purpose of giving each farmer 
a price for his products that is based upon the average price 
obtained for all the products during the pooling period. Some- 
times the farmers’ products are pooled irrespective of grades, 
sometimes they are pooled on the basis of grades. Sometimes 
the pool will be founded on one-quality class, and sometimes 
on two-quality classes. In the latter case there will be but 
one grade for the pool, but when the proceeds are divided 
among the members of the pool, they will be distributed on 
the basis of two-quality classes instead of one as in the 
former case. 


Types of Pools 


From the viewpoint of the size of the area, there are many 
pools. There is the local pool, exemplified by some local 
potato shipping associations that handle only the products of 
the growers in definite localities. There is the district pool 
that may be illustrated by some wool growers’ associations 
which handle the wool produced in a number of adjacent com- 
munities. There is the state pool that may be exemplified by 
some wheat associations that pool the wheat within state lines. 
There is the interstate pool exemplified again by some wheat 
associations that pool the wheat of several states. Finally, 


1To the Ronald Press Company, the author expresses appreciation 
for permitting him to use the material in this chapter. This chapter 
was read as a paper by the author at the Pacific Economic and 
Commercial Conference in Seattle, December 30, 1925. For condensed 
report see the Ronald Forum, March, 1926, 
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there is the national pool. This may be illustrated by the 
defunct United States Grain Growers, Inc., that attempted to 
pool grain on a national basis. 

Pools, however, may also be looked at from the standpoint 
of the length of the pooling period. If so, there are daily, 
weekly, monthly, and yearly pools. There are also pre-holi- 
day, holiday, and post-holiday pools. 

_ It is possible, moreover, to divide pools into compulsory and 
voluntary classes. If one belongs to certain codperative asso- 
ciations, one must have his products pooled. In fact, one must 
sign a contract upon joining the association that unmistakably 
specifies that he shall permit the association to pool his prod- 
ucts. On the other hand, there are codperative associations 
that will permit a member to use his own choice in the matter. 
He may permit the association to pool his products if he so 
desires. But when he elects to do otherwise, he sells his com- 
modities outright to the association as he delivers them. In 
such a case, the member has the option of voluntary pooling 
in the codperative or outright selling to the codperative. In 
a word, he is not forced by prior agreement to pool his prod- 
ucts. Thus when he elects to commingle his goods with others 
for sale the process is termed voluntary pooling and the pool 
is called a voluntary one. 


Extent of Pooling 


While pooling is extensively practiced in this country, not 
all codperative associations pool products. Ordinarily ele- 
vators purchase their grain from the members outright when 
it is delivered. The codperative stores, also, work on a cash 
basis rather than on a pooling plan. Likewise some livestock 
shipping associations and potato growers’ organizations buy 
outright rather than pool. Nevertheless, pooling has made 
great headway in this country. Many codperative creamer- 
ies prorate the returns each month among farmers in ac- 
cordance with the butter fat each producer delivers. While 
ordinarily this is not spoken of as pooling, it is that neverthe- 
less. Many of the state-wide grain associations pool the grain 
of the members. When livestock shipping associations sell 
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in grade lots, they are following a plan of pooling. It is not 
uncommon for milk associations to pool. Often they do so 
in order to adjust properly the price of milk that is manufac- 
tured into dairy products and the price of milk that is sold 
as fluid. Pooling is likewise practiced extensively by cotton 
and tobacco codperatives, and by fruit and vegetable associa- 
tions. In the codperative world there seems to be a stronger 
tendency toward pooling than away from it. 


Pooling Problems 


When a codperative association attempts to pool the prod- 
ucts of its members, however, it faces many obstacles. Among 
the problems that may arise are these: (1) How can the pool 
be formed so that it will return proceeds in accordance with 
the quality of the goods each member delivers? (2) How 
large an area should the pool cover? (3) What should be the 
duration of the pool? (4) Should the pool be based upon the 
use to which the product is put? (5) Should the pool be vol- 
untary or compulsory? (6) How can pooling expenses be 
equitably distributed? 


Quality and Grades 


Some codperative concerns have attempted to avoid, to 
ignore, the problem of quality by pooling commodities ir- 
respective of grades. But codperative associations that disre- 
gard quality in pooling products do a great injustice to the 
members of their organization. To illustrate: when cream or 
potatoes are pooled without regard to quality, it may make a 
difference of 10 per cent or more in the price received by any 
member of the association. Likewise, where hogs are pooled 
irrespective of quality, it may make a difference of 2 per cent 
or more in the price received by any member of the co- 
operative.2 This is true because of the wide variations in 
quality of the goods delivered to a given codperative organiza- 
tion. To pool products without due regard to quality, then, is 
to place a premium upon inferior products—is to penalize 


2University of Minnesota Bulletin 201. 
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- growers of good products. Such a scheme is manifestly un- 
fair, and may eventually disrupt codperative associations that 
are following it. 

_ Many codperative associations have attempted to elimi- 
nate the foregoing injustice by pooling products in accordance 
with grades. In doing so, however, they have faced the diffi- 
culty in the way of creating demand effectively for many 
grades of a given product. There is a wide variation in the 
quality of products. In some cases this variation is so wide 
that it would be practically impossible to establish a grade 
for each quality of product, and then advertise to the trade 
these innumerable grades. In the first place, the expense in- 
volved would be too great. In the second place, so many 
grades would confuse the consumers of the product. If the 
number of grades of a given product could be held down to 
the demand of a few classes of people with certain incomes, 
and yet not do injustice to the producers growing the product, 
this phase of the problem would largely be solved. 

One practical way out of the difficulty is to let each grade 
represent more than one different quality-class and pool on 
the basis of grade, but distribute returns on the basis of 
quality-classes in the grade-pool. This could be done by es- 
_tablishing arbitrary price differentials for the various quality- 
classes. Such a plan would provide for extra pay for extra 
quality, and yet keep the number of grades down so that 
effective demand creation would be possible. It is interesting 
to note that some codperative egg, prune, cotton, and tobacco 
associations are solving the problem in this manner. 


The Pooling Area 


The problem relating to the size of the pooling area is 
easily solved in some cases, but not so easily solved in other 
instances. In some cases, the size of the area on which the 
product is grown plays an important réle in determining the 
size of the pooling area. If the goods are grown in a limited 
territory, like raisins, the pooling area can hardly be inter- 
state or national. On the other hand, if the product is grown 
over a wide area, as wheat, the pool may be on an interstate 
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or even a national basis. Likewise in some instances, the 
extent of the market has a bearing upon the size of the pooling 
area. If the product is a perishable, like fresh milk or fresh 
fruits and vegetables, it may be marketed but a short distance 
from the place of production. In such event there is no pos- 
sibility for a sectional pool. In fact, a local pool is the only 
fitting unit. However, some products like grain, cotton, to- 
bacco, potatoes, and apples may be pooled on a local, district, 
interstate or national basis. Inasmuch, therefore, as there 
-are alternatives regarding the size of the pooling area for some 
products, it will be decidedly worth while to discuss some 
of the advantages and disadvantages of the local pooling unit. 

If the pooling area is on a local basis, the members are quite 
likely to feel and to see the result of careless or of careful 
grading, and assume the responsibility for it. This observa- 
tion may tend to make the growers produce better products 
and request that they be graded more carefully. This is par- 
ticularly true if the local happens to be the governing unit. 

By making the pooling unit local in extent, and by selling 
the products of each local separately, the wide variations in 
quality that obtains from local area to local area may also 
be taken care of by the organization more justly. For then 
each local will get the prices that its products bring on the 
market. This may well be true in the case of potatoes for very 
_ likely the differences between the potatoes grown in different 
parts of a state or in different states can never be measured in 
terms of grades that may be established. The same thing may 
be equally true of grain. From year to year the gluten con- 
tent of wheat varies appreciably, and so also does it vary ap- 
preciably from locality to locality. This variation in quality, 
however, may be met by working out differentials based upon 
past experiences. But at best this would be an arbitrary 
method. However, it could be done. 

But there are obvious defects in the local pools if they are 
for goods produced on a wide area. In the first place, it will 
be more difficult to control the flow of the product to the 
market when the locals determine their own grades, and when 
their products will be sold. In the second place, it will be 
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more difficult to standardize the product where the locals 
are in control of their separate units. This is because the 
_ locals may not exercise sufficient control in grading in order 
to make for standardization. A third objection to local pool- 
ing rests on volume of business. If the pooling area is larger, 
it will be possible to make more grades, or at least quality- 
classes, because of sufficient volume, whereas in the case of 
the local, a small volume may prevent this. If so, it will, 
in a sense, defeat one of the purposes of pooling, namely, 
paying according to quality. 

Pooling on a wider area, however, would give a larger con- 
trol to the central agency. Undoubtedly this would produce 
quick results which are sometimes needed in a newly organ- — 
ized association, but whether it would be as good in the long 
run is problematical. It is the thought of many students 
that considerable power should be left in the local organiza- 
tion. In many cases, an intermediate position could be taken. 
The extent of the area could be the district. This seems to 
be working out satisfactorily in the case of eggs, potatoes, 
prunes, raisins, and some other products. However, the ex- 
tent of the area will depend upon whether immediate results 
are necessary, upen the nature of the product, upon the size 
of the producing area, upon the market in which the product 
is sold, and perhaps to a large extent upon the expenteng: 
of the codperators. 


i 


Length of the Pooling Period 


The character of the product pooled, and the desires of the 
codperators will, also, help determine the length of the pooling 
period. If the goods are a staple like cotton, tobacco, and 
grain, which matures at a definite time, the problem is dif- 
ferent from what it would be if the product were a semi- 
staple or a perishable like eggs, butter, milk, some fruits 
and vegetables, and livestock. In the case of the former class 
of goods the pool may readily be on a yearly basis, for then 
the product could’just gradually be fed into the market until 
the whole crop is consumed and for such goods it usually 
takes a year to consume the entire annual production. But 
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of course some farmers may wish to dispose of their product 
at harvest time and let the middlemen store it for future 
use. In such an event the pool would, of course, conform 
to a shorter period, to a period long enough in duration to 
dispose of the crop of these farmers. 

In case of goods that are continuously produced like butter, 
eggs, livestock, and the like, the pool should ordinarily be 
of shorter duration than in the case of the former type of 
commodity. This is principally true because the values of 
such goods vary appreciably from day to day and week to 
week. While eggs and butter and cheese can be stored for 
periods of scarcity, they are, nevertheless, being produced 
continuously. For these products, the weekly, and monthly 
pools are more fitting. Creameries generally use the monthly 
pool, although the weekly pool may be more satisfactory for 
them. 

There is still another type of goods that needs to be dis- 
cussed. It is the commodity that is produced and consumed 
during a brief season. Such are fresh strawberries, raspber- 
ries, cherries, the like. In these cases, where the products are 
sold for immediate consumption, the pools should, of course, 
be seasonal in length. Closely related to this question is 
that of holiday pools. Some goods, such as oranges and cran- 
berries, are under heavy demands during holiday times. For 
these products it is sometimes convenient to make pre-holi- 
day, holiday, and post-holiday pools. However, the pro- 
ducers of these commodities-are endeavoring to lengthen the 
consuming period by making the products a daily necessity, 
but until they entirely succeed in this endeavor perhaps the 
holiday pool will be in favor among growers. 


Use of the Product 


The use of the goods may develop into a problem. At 
certain seasons of the year there is a surplus of whole milk, 
of fresh eggs, and of fresh fruit and vegetables. As a conse- 
quence part of these products are sold for manufacture or 
storage so that they may be used in times of scarcity. For 
these goods, should the pools be based on the use to which 
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the product is to be put? Should there be a fresh milk pool? 
A butter pool? A fresh fruit pool? A canned fruit pool? 
A storage egg pool? 

If the prices of the different increments of supply of a 
given product are the same irrespective of the use to which 
the goods are placed, there will be no advantage of setting 
up separate pools along these lines. Now frequently the re- 
spective prices of eggs and of fruits and of vegetables will be 
the same no matter what use they are put to, no matter 
whether they are consumed as fresh, as canned, or as storaged. 
But this is rarely the case with milk. Ordinarily milk sold 
as fresh to the city consumers goes at a higher price than 
milk which is manufactured into dairy products like cheese. 
In some instances it has, therefore, been found necessary to 
have fresh milk pools and butter as well as cheese pools. It. 
is believed that these pools are usually equitable, because 
dairymen living near the cities get the advantage which prox- 
imity gives them when they set up whole-milk pools that 
net higher prices than cheese or butter pools. Likewise it 
is thought that the more distant dairymen get their just de- 
serts, because they are handicapped by living farther from 
the city. 

These pools seem to work satisfactorily in the case of the 
near and remote dairymen, but not so satisfactorily in the 
case of dairymen that are intermediately located. This is 
true because the latter dairymen can, by making special 
efforts, sell fluid milk. As a consequence they are frequently 
upsetting the prices for whole milk. To appease these dairy- 
men, some codperative dairymen’s associations have given 
the producers intermediately located between the suburbs of 
the city and the remote dairy districts a little higher average 
price than the butter or cheese pools would bring. And to 
the near dairymen, the associations have given a bit lower 
average price than the fresh milk pools would bring. This 
method tends to prevent an invasion of the whole-milk zone 
by dairymen located on its edge. 
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Voluntary and Compulsory Pooling 


To codperators the question of voluntary and compulsory 
pooling is likewise important. If the members of a codp- 
erative association are forced to pool their products, the 
association is in a better position to control the flow to the 
market, that is to say, to establish “orderly” marketing. 
Particularly is this true if the codperative has the last word 
on the time of sale. This holds because the association can 
feed the markets those grades of the product that are in de- 
mand, and in such quantities as are needed. If the pool is 
voluntary, there will ordinarily be more people feeding the 
markets and they will be doing it in a less “orderly” man- 
ner, less intelligently. 

The “orderly” feeding of the markets, however, can be 
easily overemphasized—and perhaps it is. If the codperative 
association controls but a small portion of the supply of the 
product, there will be little advantage in trying gradually 
to feed the markets. The acreage controlled by the organiza- 
tion partly determines, therefore, the relative importance of 
voluntary and compulsory pooling. 

To this question, however, there is another side. Com- 
pulsory pooling may tend toward a greater degree of stand- 
ardization than voluntary pooling. This is especially the case 
where the former plan gives great control over the grading 
and standardization processes. Where part of the farmers 
are pooling and part selling when they wish, without pool- 
mg, there is likely to be a tendency to drift away from stand- 
ardization. Yet if the codperative were to buy the non-pooled 
products, it might standardize them before resale takes place. 


This procedure, however, would involve a considerable finan- 


cial burden on the part of the codperative association. In 
practice, a few organizations give the farmers the preference of 
selling their products outright at the time of delivery or of hav- 
ing them pooled. The plan very likely induces some farmers 
to join codperative associations, and makes these members feel 
reasonably satisfied. Nevertheless, it would seem that in most 
cases compulsory pooling is preferable to voluntary pooling. 
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Distribution of Pooling Costs 


The next problem for consideration is the distribution of 


r _ pooling expenses. Local pools have little difficulty in dis- 


tributing their expenses properly, but the larger-area pools 
experience considerable difficulties in prorating pooling costs. 
With the larger pools the question is what expenses should 
be divided equally among the members and what expenses 
unequally? Freight costs, of course, must be varied accord- 
ing to localities, according to distances from the markets. If 
the local units are responsible for their own grading and 
warehouse costs, these expenses must likewise be varied ac- 
cording to the different unit costs. On the other hand, if 
the central organization is responsible for these varied costs, 
the distribution of expenses will have to be on a different 
basis, perhaps on the unit sale of the goods—that is, so much 
per box, as in the case of apples. 

Storage and advertising expenses also give trouble in the 
larger unit pool. If, at the will of the central agency, the 
products of one local are held in storage longer than the 
products of another local, very likely the whole storage costs 
will have to be prorated on the basis of the unit of the prod- 
uct sold. If the one local is responsible for holding its 
products longer than the other, then of course the storage 
expenses will have to be varied. If the advertising gives one 
local an advantage over another local, clearly the expenses 
of advertising will have to be varied according to benefits 
derived; otherwise on the basis of unit sale. If the adver- 
tising is for the purpose of opening up new markets, future 
goods should partly bear the expenses as well as present 
goods. Likewise losses will in some cases have to be varied 
between present producers, sometimes prorated equally, and 
sometimes divided between present and future products or 
deducted from present and future sales. Conditions will 
largely determine the basis of prorating pooling expenses. 
The main thing to aim at is justice—or as near to It as pos- 
sible—between locals, and between members. 
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Advantages of Pooling 


It will now be interesting to consider the merits of pool- 
ing. Among the advantages are these: First, pooling usually 
enables an organization that controls a large acreage of the 
product to control the flow to the market. Through the 
California Fruit Growers’ Exchange growers gradually feed 
the markets with oranges and lemons. A certain percentage 
of the year’s crop is deliberately sold from time to time. 
While outright purchase of the supply from the farmers will 
probably give the association as good opportunity to feed the 
market as pooling, the association would run the risks of 
financing the marketing of the product in an orderly fashion. 
The pool throws, in a large measure, the financing burden 
on the farmers because they usually have to wait till the pool 
is closed before receiving their total proceeds. 

Secondly, pooling as a substitute for outright purchase 
eliminates a marketing hazard often definitely tied up with 
the latter process. A codperative manager who does not 
know the trend of prices and the grades of goods which he 
buys outright may pay more for them than they may sell 
for. If he does so, outright buying entails a loss. Pooling, 
which pays in full only when the pools are closed, prevents 
such losses by the elimination of outright purchases. But, 
of course, where there is a futures market, as in the case of 
grain, the codperative manager can eliminate this risk by 
hedging—if he be intelligent enough. But unfortunately, 
many codperative grain elevator managers do not use hedg- 
ing, aS was shown by an investigation into Ohio codperative 
grain elevators a few years ago. In the case of a commodity 
that has no futures market, the danger of paying too much 
for it is indeed real. 

Thirdly, pooling is a means of insuring the members of a 
pool that they will get the average price of the pool or a 
price based on the average. But this, of course, does not mean 
that the members are assured a higher average price than 
they would get if they were to sell their products separately. 
The manager of the pool may speculate, and the members 
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a8 a consequence may get a higher or a lower average price 
than they otherwise would if they sold their goods indi- 
vidually. The manager may be inefficient and as a result the 
members of the pool, while they will get the average price of 
the pool, may actually sustain losses. However, if the pool 
is conducted wisely and efficiently, the members being in- 
sured a price based on the average price of the pool will 


‘likely do much better than they would were they to market 


their goods separately. This is due to the fact that ordi- 
narily the manager of the pool, being better informed on 
markets than individual coéperators, can market goods better 
than most of the members could if they were to sell them 
individually. So, in a sense, pooling is insurance—at least 
in most cases. 


Disadvantages of Pooling 


As advantageous as pooling is, however, it is not without 
its so-called disadvantages. And among the objections given 
to pooling are these: First, it is said that pooling results in 
mixing different qualities of the product, and consequently 
reducing them to the same price level. If the pooling be 
not based on grades and quality-classes, this is quite true. 
However, when pooling is done in accordance with quality, 
the contention is unsound. 

Secondly, it is asserted by some that pooling is specula- 
tion. If the motive is to withhold goods from the market 
for higher prices, pooling does take on the nature of specula- 
tion. If, however, it is used to equalize’ prices for different 
increments of the supply of the product sold at different 
times and places, it partakes of the nature of insurance. Even 
if it be speculation, there is nothing immoral about it. We 
all speculate. However, it is generally considered bad form 
for a manager to speculate with his patrons’ products. If 
he loses they kick, if he gains they say nothing. Speculation 
in a cooperative association may easily split it into pieces. 
The motive and nature of pooling will largely differentiate 
it, place it in the category of insurance or speculation. 

Thirdly, it is argued by some that pooling is inefficient 
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in nature. This is quite true in some cases, but it is equally 
untrue in other instances. To illustrate with wheat pools: 
it cost to handle in 1922, 8.5 cents per bushel for the Oregon 
wheat pool of 2,500,000 bushels; 11.59 cents per bushel for 
the Kansas pool of 2,335,750 bushels; 13.3 cents per bushel 
for the Montana pool of 5,693,000 bushels; 13.7 cents per 
bushel for the North Dakota pool of 3,141,000 bushels; 14.6 
cents per bushel for the Oklahoma and Texas pool of 3,122,000 
bushels; 17.14 cents per bushel for the Nebraska pool of 
396,860 bushels; and 28 cents per bushel for the Idaho pool 
of 424,000 bushels. From 1912 to 1917, line elevators 
handled wheat for 5.91 cents per bushel; codperative elevators 
for 6.18 cents per bushel; mill elevators for 6.65 cents per 
bushel; and independent elevators for 7.61 cents per bushel.® 
While these figures are not wholly comparable because of 
the time differences, it is nevertheless believed by some that 
when allowance is made for this factor, the wheat pools were 
altogether too costly. On the other hand, the cost of pooling 
California oranges, and some cream as well as other prod- 
ucts, is believed by some to be relatively low. Perhaps it is 
the way in which pools are conducted that results in high or 
low marketing costs rather than in the nature of the pool 
itself. 


Summary and Conclusion 


In conclusion it may be pointed out that pools are now 
used for many products marketed by farmers’ codperative 
associations. Codperative elevators, codperative stores, and 
some cooperative livestock shipping associations, as well as 
some codperative fruit and vegetable organizations, however, 
buy the products outright from the farmers. But in most 
other codperative associations pooling is used instead of out- 
right purchase. Usually an advance is made to the growers 
when the product is delivered, and the balance is paid when 
the pool is closed. Pooling in a sense is insurance, although 
it can be called, in certain instances, speculation. The mo- 


8 For figures in this comparison see Boyle, Economic Journal, March, 
1925, p. 21. 
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tive for pooling, and the nature of the pool largely determine 
whether it is called insurance or speculation. If it be used 
to withhold products from the market with a view of ob- 
taining higher future prices, it is speculation, otherwise it is 
ordinary insurance. | 

Pooling enables some codperatives to control the flow of 
goods to the markets at the expense of the producers. Out- 


right purchase would still enable the codperative to control 


the flow, but in most cases the financial burden would be 
too great for the association. Pooling, also, removes the 
danger of paying too much for a product—a real danger 
that confronts the ordinary codperative manager when he 
purchases it outright from the farmer. While it is altogether 
too expensive to market goods through some pools, it is very 
likely due to the fact that the managements are inefficient 
or the pools are conducted unwisely rather than because of 
inherent weaknesses in the pooling system itself. 

Finally, it may be said that there is no such thing as a 
simple, standardized pool for all products. The character 
of the pool varies, and will continue to vary, in accordance 
with the factors affecting it. In short, the area of the pool, 
the period of the pool, the quality-classes of the pool, and 
the basis of prorating the expenses of the pool depend some- 
what upon the character and the amount of the product 
handled, the way it is handled, the markets used, the re- 
sponsibility of the unit that controls the pool, and the desires 
of the members of the pool. 


QUESTIONS AND PROBLEMS 


1. Define pooling, and differentiate the different types of pools. 
2. Enumerate the different problems facing growers who wish to 
pool their products. 

Why should farm products be pooled on the basis of quality ? 
What are the advantages and disadvantages of the local pool? 
Give the factors which determine the length of the pooling 


he a ag 


period. 
6. What is meant by pooling goods on the basis of use? Give 


examples to clarify your meaning. 
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How can dairymen located on the edge of the fresh milk zone 
be prevented from selling whole milk and thereby upsetting fluid 
milk prices? 

Which do you prefer, voluntary or compulsory pooling? Why? 
What are the chief problems in distributing pooling costs? 
Enumerate the advantages and disadvantages of pooling. 


. In a certain apple district in the Pacific Northwest certain apple 


growers refused to pool their fruit with other apple growers, 
because the apples of the former growers ripened earlier than 
the apples of the latter growers. Assuming that the early apple 
growers could get higher prices for their fruit than the late 
apple growers, how could a codperative association solve this 
problem? 


ws" ee 


CHAPTER XXI 
ADVERTISING PROBLEMS 


While most people now believe in advertising as an indis- 
pensable aid to marketing goods, some codperatives seem to 
be very slow in employing this device to help them sell their 
goods. This being true, an effort will be made in this chap- © 
ter to show the importance of advertising, and to show the 
need of eliminating advertising wastes through methods used 
to make advertising more effective. In order to arrive at the 
two objectives set, the discussions will in this chapter hinge 
upon: (1) the quantity of advertising; (2) the costs of ad- 
vertising; (3) the influence of advertising; (4) the results 
of omitting advertising; (5) advertising wastes; (6) methods 
to analyze the demand for a product; (7) the employment 
of brands and trade marks; (8) the different factors setting 
the amount spent for advertising; (9) the means to make 
advertising more effective. 


Quantitative Analysis of Advertising 


In the United States advertising is important in marketing 
goods of all kinds. At the present time, there are approxi- 
mately 10,000 firms advertising on a national scale. Over 
1,300 firms spend $10,000 each in some 36 leading national 
magazines, and about 50 firms spend $264,500 or more in 
some leading national magazines. 

There are over 20,000 magazines and newspapers in the 
country. Since 1860, it is estimated that magazines and 
newspapers have increased approximately five times. These 
organs carry innumerable advertisements in every issue. Per- 
haps the extent of such advertising can be made more clear, 
if the circulation per issue is considered. The total com- 
bined circulation of newspapers per issue in the United States 
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is about forty-five millions, while the total combined cir- 
culation of magazines per issue in the United States is about 
fifty million copies. It is also said that each year the mail 
order houses of the country send out twice a year approxi- 
mately four million large catalogues. Advertisements of all 
forms of printed matter are equivalent to about 3,000 square 
miles. Or, in other words, approximately 3,000 square miles 
of printed space are used for advertising each year in the 
United States. 


Analysis of Advertising Costs 


In the aggregate, advertising costs in this country are 
enormous. For some time, approximately one billion dol- 
lars a year has been spent for advertising in the United 
States. This sum is greater than the amount which is an- 
nually spent for all other forms of education in this country. 
Think of it; more than is spent per year in educating the 
youth in the country in the kindergarten, in the elementary 
and high schools, in the colleges and universities—and both 
private and public schools are considered. In fact, for about 
every dollar expended for advertising only about seventy 
cents is expended for other forms of education the country 
over. 

Perhaps the enormity of these costs can be best shown by 
considering individual items. Professor D. Starch says: “Ap- 
proximately half a million dollars is spent annually for adver- 
tising any one of a score or more of well-known commodities 
and as high as three and four millions of dollars is spent in 
exceptional cases.”? In 1924, the California Fruit Growers’ 
Exchange made an assessment of $900,000 for advertising 
purposes.? For the same year, the Dairymen’s League Co- 
operative Association, Inc., New York, spent over $800,000 
for advertising.® And the American Cranberry Exchange ex- 
pended nearly $77,000 for advertising its product.* 


1 Daniel Starch, Principles of Advertising, p. 37. 
2 Agricultural Codperation, Jan. 19, 1925, p. 28. 
8 Ibid., Feb. 2, 1925, p. 51. 

4 Ibid., May 11, 1925, p. 197. 
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Advertising costs may also be viewed from still another 
angle, namely, the expense of space. Recently the Saturday 
Evening Post charged $7,000 for a one-page advertisement, 
and $12,000 for an advertisement on the back cover. One 
page in the Atlantic Monthly has been known to cost $350, 
and for an outside cover it has secured $800. A single page 
of advertising in the large metropolitan newspapers costs 
‘from $1,400 to $1,600. As a matter of fact advertising is so 
important to newspapers and magazines that from two-thirds 
to three-fourths of the cost of maintaining these organs is 
derived from advertising. The bombarding of advertisements 
should therefore influence potential buyers of commodities; 
and they do exactly that. 


Influence of Advertisements 


That advertising has a marked effect upon purchasers of 
goods can hardly be doubted. Some years ago the Chicago 
Tribune made an inquiry into why some 30,000 housewives 
bought certain food products. Of the group, it was found 
that 36 per cent were influenced in buying their goods be- 
cause of advertising. Or put in another way, advertising 
was the force that led 36 per cent of the 30,000 housewives 
to make purchases. 

Recently, Professor Starch and C. J. O’Conner asked 6,000 
women this question among others: “Do you read the news- 
paper advertisements before you go shopping?”® The an- 
swers they received to this question were tabulated as follows: 


ReapiInG of NewsParer ADVERTISEMENTS BY WOMEN CONSUMERS 


Store Always Usually Rarely Never 
Upstairs store 
Numbers... 429.2% 1,299 1,246 558 267 
Piers GGnt was. 56.9 31.5 88 27. 
Basement store 
Number ....... 719 397 112 34 
Per Cent ..... 56.9 31.9 88 27 


5 Starch, op. cit., p. 75. 
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These figures reflect the fact that practically all women 
in the case read the advertisements in the papers before 
they went shopping. 

The tremendous demand for California citrus fruits, for 
Sun-Maid raisins, for California prunes, for Hood River 
apples, for Tillamook cheese, for cranberries, can be traced 
directly to advertising. Not that advertising should be given 
all the credit for the demand of these products, but that it 
should be given the most credit of all the factors in the situa- 
tion, is the belief of many people. It is really true that ad- 
vertising more than any other force has been responsible in 
keeping the demand for California citrus fruit about equal 
to the supply, as well as the demand for cranberries sold by 
the American Cranberry Exchange equal to the supply. This 
seems to be a day of advertising, and he who does not ad- 
vertise loses appreciably. 


Results of Omitting Advertising 


Of all the business failures in this country in 1919, 84 per 
cent of the firms, it is said, did not advertise.6 While no doubt 
many other factors were involved tending to drive these firms 
to the wall, it is decidedly significant that so many firms 
which failed did not advertise. 

Even when a company has established a big demand for 
its product, it must continue to advertise it or the consump- 
tion of the article will contract noticeably. This point was 
illustrated in the sale of St. Jacobs Oil. At one time St. 
Jacobs Oil was extensively advertised and had a wide sale. 
Later the firm discontinued its advertising, and the sales of 
St. Jacobs Oil fell off markedly. In fact, the discontinu- 
ance of advertising practically ruined the business. About 
“Pearline,” a similar story can be told. The omission of 
advertising is little short of suicide for some concerns. 


Wastes in Advertising 


As effective as advertising seems to be, as important to 
the life of some coneerns as it is, nevertheless, there are sup- 


®N. H. Comish, The Standard of Living, p. 110. 
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posedly large wastes involved in advertising. Some adver- 
tising men have estimated that all the way from 70 to 75 
per cent of the money spent for advertising is wasted.? These 
estimates seem to be relatively high, extreme. But even as 
conservative an authority as Professor Starch thinks that 
advertisements can easily be made 10 per cent more effective 
in selling power. 

What are some of the sources of the wastes in advertis- 
ing? Among them may be mentioned: (1) the lack of co- 
ordination with production, distribution, personal sales plans, 
and the like; (2) employing advertising for commodities or 
concerns in which the probable returns are highly hazardous; 
(3) failing to make advertisements absolutely truthful and 
dependable; (4) using inefficient methods—poor presentation, 
inefficient technique, two small or too large space, or weak 
appeals. In order to correct these methods it is necessary, 
among other things, to analyze demand for the product, em- 
ploy proper brands, and to check on the relative effectiveness 
of advertisements before they are placed. 


Analyzing the Demand 


In the first place, it is necessary to know how many people 
use the product under consideration, and how much of it is 
used by the customers. In the second place, it is important 
to know what the substitutes of the product are, and how 
effectively they are substituting it. Thirdly, other ways in 
which the goods could be used should also be known. Armed 
with these facts, the advertising expert knows pretty well 
whether to direct his campaign toward getting more people 
to use the product. To exemplify: if it is found that the 
article is consumed by purchasers with an annual income of 
$20,000 and upwards, and that nearly all of the people in this 
income group are now using the commodity, there would be 
little chance to get other people to buy the goods unless its 
price were lowered. On the other hand, if it were found that 
20 per cent of the consumers in the income group were buying 
ae en En 

7A. W. Douglas, Merchandising, p. 130. 
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about as much again of the commodity as the others, it might 
pay to put on a campaign directed toward increased con- 
sumption. Or, if a new way of consumption were found for 
the goods, perhaps the campaign should be directed toward 
the new opening. Or if it were found that a substitute was 
taking the field, the advertising campaign might be directed 
against the substitute and toward holding the field. It makes 
a great difference in results when an advertising campaign 
is directed toward the proper objective. 

Of course, it is contended that the demand for a given 
commodity can be expanded indefinitely. This is doubtful. 
Here as elsewhere the law of diminishing returns is likely to 
work. It is generally known that the consumer has certain 
defenses against advertising. Among them may be men- 
tioned: (1) the consumer’s earning ability, (2) the consumer’s 
credit, (3) the consumer’s instinct to save, (4) the consum- 
er’s standard of living, (5) the consumer’s buying habits, 
and (6) the multiplicity of appeals made to the consumer. 

Some of these defenses can be attacked successfully. This 
is true of the instinct to save, of the standard of living, of 
buying habits, and the neutralization of advertising appeals. 
Already the instinct to save is partly broken down, for if it 
were not so very likely ninety out of every hundred men 
aged sixty-five would not be dependent in this country. The 
standard of living is often modified by appeals of one kind 
and another. Likewise buying habits are undergoing modi- 
fication. There is a tendency to eliminate “higgling,” and 
base appeal upon quality and guaranteed satisfaction. This 
change is tending to make the consumer more careless in his 
purchases. And finally, the neutralizing effects of a multi- 
plicity of appeals may be partially overcome by an extra 
effective advertising campaign. 

If all these allowances be made, however, the consumer’s 
earning ability and his credit still act as brakes on his spend- 
ing. Besides, the cost of changing his buying habits, his 
standard of living, and the cost of overcoming his instinct to 
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save will reflect themselves in net gains, will act as defenses 
for the consumer. 

All things considered, however, an advertiser armed with 
the facts which tell him how to make effective campaigns will 
do markedly better than an advertiser who is not so armed. 
How then may a coéperative association procure some of these 
facts? By making use of population and income figures. 
Census reports, and income tax reports supply good informa- 
tion on the relative number of people, sex, and age, and on 
the number of people in various income groups as well as 
other valuable points. Survey reports, also, show family ex- 
penditures, and for what these expenditures are made. Finally, 
the codperative may make use of the questionnaire. In do- 
ing so it may obtain responses from consumers, dealers, news- 
paper reporters, salesmen, and corresponding investigators. 
Still another method is to interview buyers and users of the 
product. It may require some skilled employees to get and 
interpret such demand figures, but even so the data are usually 
worth the price. 


Brands and Trade-Marks 


Brands and trade-marks have been found very useful in 
selling certain goods—and some codperatives have found them 
quite as valuable as private concerns. This is particularly 
true of the California Fruit Growers’ Exchange, the Sun-Maid 
Raisin Growers, the Tillamook County Creamery Association, 
the Hood River Apple Growers, the Pacific Poultry Produc- 
ers’ Association, the American Cranberry Exchange, the East- 
ern Shore of Virginia Produce Exchange, and many other 
codperative organizations. 

A trade-mark or brand enables a concern to establish 
identity, a commercial signature as it were, for its exploiter. 
Often it is used as a defensive weapon, protecting the concern 
and, at times, even the consumer against the substitution of 
goods by the retailer. It is frequently a means of establishing 
or guaranteeing quality. And finally it is employed as a 
powerful selling force. The constant repetition of the name 
produces a cumulative effect for the reputation of the com- 
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modity in the mind of the buyers. Some of these points might 
be brought out by an investigation into the demand of raisins. 
Among other things, it was found that brand names were 
fairly well established. Six brands constituted most of the 
purchases (76.2 per cent). One brand (Sun-Maid) constituted 
nearly 60 per cent of the purchases. Approximately one-half 
(51 per cent) of the housewives bought raisins by brand 
names. Nearly all housewives (92.1 per cent) were familiar 
with one or more of seven brands, and over two-thirds of the 
housewives (71.5 per cent) were familiar with the Sun-Maid 
brand. And over 40 per cent of the housewives stated that 
they had bought the Sun-Maid brand because of the adver- 
tising they had seen.°® 

Some trade-marks and brands, however, make a better 
appeal than others. This fact has, among others, been brought 
out in the foregoing raisin figures. This being true, a co- 
operative association should be careful in selecting trade- 
marks or brands. While it is impossible to tell a codperative 
exactly what brand to select, there are, nevertheless, certain 
factors that an association may take into account in choosing 
its brands. In the first place, economy dictates that a trade 
name be relatively simple and short. The time involved in 
speaking it, in writing it, and in printing it should be given 
due weight. Likewise, the space devoted to it should be con- 
sidered, for space is costly. In the second place, the ease of 
pronunciation should be taken into account. Consumers have 
been known to go without a product rather than try to pro- 
nounce its name. Thirdly, the name should be of such a 
nature that it is easily remembered, but yet appropriate to 
the product, pleasing and dignified, and not absurd or degrad- 
ing. One function of a trade name is to impress the memory. 
Finally, the brand or trade-mark should be unique and dis- 
tinctive so that its imitation and infringement may be pre- 
vented, and so that it may be legally registered. 

So much for the earmarks of a good brand. Now just how 
may the brand be selected? The contest is one method that 


a 


*Starch, op. cit., pp. 189-95. 
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has been employed. To exemplify: the American Ever-Ready 
Works chose the name “Dalo” for a flash light in this way. 

A prize of $3,000 was offered the winner. The concern re- 
_ ceived a total of 540,000 replies bearing on the name. Siill 
another method is to permit psychologists or other experts 
to select the brand. Or a combination of the two plans might 
be used. 


How Much Should a Codperative Association Spend in 
Advertising? 


This is a rather difficult question, and can hardly be an- 
swered satisfactorily until a number of factors are carefully 
considered. Different amounts have been spent in advertising 
different products. For instance, the California Prune and 
Apricot Growers’ Association expended .25 cents per pound to 
advertise its product in 1924,° while the Sun-Maid Raisin 
Growers’ expended only .0047 cents per pound to advertise 
its products in the year 1922* and the Dairymen’s League 
Cooperative Association, Inc., New York, spent approximately 
.002 per pound to advertise its products in 1924.17 In 1924, 
2.4 cents of the consumer’s dollar went for advertising dried 
fruit handled by the California Prune and Apricot Growers’ 
Association. In 1924, the California Fruit Growers’ Exchange 
spent about .017 per cent of its f. o. b. sales for advertising 
oranges, grapefruit, and lemons, while the Dairymen’s League 
Coéperative Association, Inc., New York, spent about .0106 
per cent of its sales to advertise its products.1* While of 
course these figures do not prove that the nature of the prod- 
uct partly determines the amount spent for advertising, they 
do show that varying amounts are spent for advertising dif- 
ferent goods. Undoubtedly, the product should partly de- 
termine the advertising expenditure. Naturally, a smaller 
amount should be spent for advertising a staple like wheat 
than for advertising a fruit like oranges. The number of 
ES ET eer 


10 Agricultural Codperation, June 22, 1925, p. 257. 
11 Jbid., Jan. 19, 1925, p. 26. 

12 Ibid., Feb. 2, 1925, p. 51. 

18 See issues of Agricultural Codperation. 
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substitutes for a product should also be taken into account 
when a fund is set aside for advertising purposes. 

Time seems to be another factor that should be given weight. 
It is known that varying amounts are spent for advertising 
by the same concern during a period of years. For example, 
the California Fruit Growers’ Exchange spent 2.5 cents a box 
to advertise oranges and grapefruit in 1916; 2.25 cents per 
box in 1917, 2 cents in 1918; 2.5 cents in 1919; 2.5 in 1920; 
3.5 cents in 1921; 3.5 cents in 1922; 4.0 cents in 1923; and 
4.5 cents in 1924. For advertising lemons per box, the same 
cooperative spent 4.0 cents in 1916; 4.0 cents in 1917; 4 cents 
in 1918 and 1919; 6 cents in 1920 and 1921; 6.5 cents in 1923; 
and 7 cents in 1924. The same. exchange plans on spending 
5 cents a box to advertise oranges and grapefruit during the 
1927-28 season, and 10 cents a box to advertise lemons.** 
Figures collected for other codperatives show like variations. 

It is expected, however, that the same codperative would 
expend varying amounts for advertising its product from time 
to time. In the first place, it probably takes a greater per- 
centage of sales to advertise a product when the demand is 
being first created than after the demand becomes more or less 
stabilized. However this may not always be the case. Substi- 
tution, and new uses for the product would, in some cases, 
have a tendency to change the expenditures, increase them 
over expenditures allotted for the first few years of advertis- 
ing. Another point in this connection is the nature of the 
market. In a sellers’ market, where all the advantage rests 
with the seller, where he merely fills orders, less advertising 
is generally needed than in a buyers’ market, where all the 
advantage rests with the buyer, where he merely accepts the 
offers that come to him. During the European War there 
was a sellers’ market for many products, and since 1920 a 
buyers’ market has existed for many of the same products. 

A change in the channels of marketing would also seem to 
influence the amount a codperative should set aside for adver- 
tising. If for example the codperative should go over the head 


14 Ibid. 
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of the country shipper or the wholesaler, very likely it would 
need additional funds for advertising its product. This is 
' true, for the country shipper and wholesaler would, if they 
advertised the codperatives’ product at all, advertise it ad- 
versely. 

The amount that a codperative avai allot for advertising 
its product may partly depend upon the nature of its adver- 
tising. At the present time there seems to be a tendency 
for producers in some field to help retailers sell goods. It 
is believed by many that this is a step in the right direction. 
The advertising expenditures of the American Cranberry 
Exchange partly illustrate this menor among some co- 
operatives. 


EXPENDITURES OF ADVERTISING BY THE AMERICAN CRANBERRY 
EXCHANGE 15 


Expended for 1924 1923 1922 
Newspapers .......... $30,233 $115,777 $121,599 
Magazines ........... 20,388 33,859 27,811 
Retail service ........ 7,623 15,121 14,350 
Color printing ....... 13,758 12,101 10,650 


Writing about the retail service, the contributor to Agricul- 
tural Coéperation says in part: “Retail service work was con- 
ducted by one crew which visited 13,000 retail dealers in a 
number of large cities during October and November giving 
out receipt folders, display cards, and cranberry scoops. Let- 
ters were also sent to 30,000 retail dealers who had been 
visited the previous season, reminding them that the new crop 
of cranberries was on the market. Retail dealers in New 
York and Boston were visited again in February in an effort 
to arouse new interest.” 

Among the factors that should be considered in allotting 
money for advertising, are the following: (1) the nature of 
the product; (2) whether the codperative is creating a new 
demand or holding it; (3) substitutes for the product; (4) the 
ee 

15 Agricultural Codperation, May 11, 1925, p. 197. 
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nature of the market, whether it is sellers’ or buyers’ market; 
(5) a change in marketing channels; (6) the nature of the 
advertising; and (7) the extent to which the retailer is to be 
aided in selling the goods. 


Checking the Effectiveness of Advertisements 


At the present time considerable work is being done in 
checking the effectiveness of advertisements. That consider- 
able work should be done in this field might partly be shown 
by some of the investigations made by Professor Starch. He 
says: “A very large proportion of the advertising does not 
possess more than 25 per cent to 30 per cent of the effective- 
ness possessed by the 10 per cent best advertisements.” To 
illustrate by examples: “Of a series of fifteen advertisements 
for a player piano, the best brought 258 replies, while the 
poorest one brought one reply. Of a series of five lathe ad- 
vertisements, the best one brought forty times as many in- 
quiries as the poorest one. Of a series of eight advertisements 
of a book sold entirely by mail, the best advertisement sold 
three times as many copies as the poorest one. Of a series 
of fifteen typewriter advertisements, the best one was twice 
as effective as the poorest one.” #® These examples will suffice 
to indicate the great range of effectiveness between advertise- 
ments. How to make their advertisements effective, therefore, 
is a big problem confronting marketing concerns, codperative 
as well as private. 

To be effective ordinarily an advertisement must have these 
functions: (1) it must attract attention; (2) it must create 
interest; (3) it must create desire; (4) it must move the will 
to action.” These are the objectives by which an advertise- 
ment may be judged as to its effectiveness. 

But how may advertisements be graded and tested? It has 
been suggested that a number of advertisements should be 
written for a given product; and that these should be ar- 
ranged in a row on a table. Then a number of representative 
persons to whom the goods are to be sold should grade the 


16 Starch, op. cit., pp. 306-7, 321. 
17 Comish, op. cit., p. 113. 
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relative importance of the respective advertisements under 
uniform, controlled conditions. Needless to say, the basis of 
grading should be the foregoing functions of advertising. 

That this somewhat scientific method of testing the effec- 
tiveness of advertisements is workable might be illustrated by 
investigations made by a few experts. In comparing the re- 
sults of sales and tests of five lathe advertisements, Professor 
Hollingworth found an agreement of 100 per cent; and in 
the case of fifteen player-piano advertisements he found an 
agreement of 92 per cent. In comparing the results of returns 
and tests for three electric-light advertisements, Professor 
E. K. Strong found an agreement of 100 per cent; and in the 
case of eight other advertisements, he found an agreement of 
92 per cent. In comparing test results and business returns, 
Professor Starch found an average correlation of approxi- 
mately 80 per cent.1® These investigations, among other 
things, also showed that the attention value, and the headline 
are each nearly twice as important as the text of an adver- 
tisement. 

There are still other factors entering into the effectiveness 
of an advertisement. No matter how successful the technique 
of an advertisement. is, if a codperative does not codrdinate 
demand creation and supplies all along the line, it can hardly 
hope to secure the best financial results. The supply of a 
product should exist at the time the demand for it is created. 
Moreover, the product should be placed in convenient markets 
for consumers because they will rarely go out of their way 
to get it. The old adage: “If you make even a mousetrap 
better than any one that exists, no matter how inaccessible 
your door, people will make a pathway to it,” will not hold. 
The trap will have to be advertised and placed in a con- 
venient place, otherwise it will go uncalled for. 


Conclusion 


It has been shown by an analysis of the quantity of adver- 
tising, the costs of advertising, the influence of advertising 
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and the results of omitting advertising, that advertising plays 
an important réle in getting trade and holding it fast. It 
has also been shown that there are great wastes in advertising. 
To obviate these wastes and to make advertisements effective 
are two great problems confronting codperatives. It might be 
added that, with few exceptions, codperatives have done very 
little toward making their advertisements. effective. 

One line of procedure that codperatives may follow in solv- 
ing their advertising problems is to make careful demand 
analyses, to choose trade-marks and brands scientifically, and 
to test scientifically the effectiveness of advertisements. 
Finally, it will be necessary for codperatives to codrdinate 
supplies and demand creation, if they expect to make their 
advertising campaigns successful. Some private concerns 
are solving their advertising problem in this way, and there 


seems to be no good reasons why codperatives cannot follow 
their lead. 


QUESTIONS AND PROBLEMS 


1. Make a chart showing the expenditure for advertising since 
1900; and then interpret the chart. 

2. Why do some codperative associations spend more money for 
advertising than others? 

3. What influence have raisin advertisements had upon the demand 
for raisins? 

4, Outline the sources of wastes in advertising. 

5. What are the defenses against advertising and how may some 
of these defenses be broken down? 

6. State the factors a codperative association should consider in its 
endeavor to select a-brand for its goods. 

7. Upon what factors should advertising expenditures depend? 

8. Should more or less money be expended for advertising in a 
sellers’ market than in a buyers’ market? Why? 

9. How may the effectiveness of an advertisement be checked? 

10. In what ways is advertising beneficial to consumers, and in what 
ways is it detrimental to consumers? Why? 


CHAPTER XXII 
MARKETING COST PROBLEMS 


The primary objective in studying marketing costs of co- 
operative associations is, of course, to see in what ways costs 
can be reduced so that maximum service may be rendered 
at minimum expense. In this chapter, the discussions on this 
point will hinge in the main on: (1) variations in marketing 
costs of different codperative organizations handling different 
commodities; (2) variations in marketing costs of different 
codperatives handling the same kind of goods; (3) variations 
in marketing costs of codperatives and private concerns han- 
dling the same commodity; (4) yearly variations in marketing 
costs of the same codperative concern; (5) division of the 
consumer’s dollar; (6) ways in which some marketing costs 
may be reduced. 


Variations in Handling Different Commodities 


The following tables indicate considerable differences in the 
marketing costs of codperatives handling different goods. 
Table XIII indicates a variation all the way from 3.631 cents 
a pound for wool down to .001289 cents a pound for potatoes. 
Even in the case of butter and cheese handled by the same 
company there is a slight variation in marketing costs, for 
butter the cost is 1.4955 a pound, while for cheese it is 1.4611 
a pound. In Table XIV, costs represent percentage of sales, 
and as in the first table great variations in marketing costs 
obtain. In the latter table, costs vary from 27 per cent of 
sales in the case of milk to 1.62 per cent of sales in the case 
of buying citrus fruit supplies, and 2.9 per cent of sales in 
the case of marketing grapes. 

The question is often asked why there are such great varia- 
tions in the costs of marketing farm products. If one stops 
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to think a moment the answer to this question is relatively 
simple. 


TABLE XIII 
Prer Pounp Costs or MarkeETING oF DIFFERENT COOPERATIVES 
InN 1924 
Kind of Cost per 
Name of Organization Goods Gross Sales Pound, 
Handled Cents 
Miami Valley Tobacco Grow- 
ers’ Codperative Association * | tobacco $ 804,724 15 
Illinois Agricultural Associa- 
HOTU pais rahe ee tanenyie Sve wool 40,202 3.631 
Arkansas Cotton Growers’ Co- 
operative Association} ..... cotton 7,200,000 1.12 
Ohio Livestock Codperative disbursements 
Association (55 locals) §.... | livestock 12,164,321 00659 
Colorado Potato Growers’ Ex- 
COMME G ah igo. : Sein ode frets potatoes 1,182,981 001289 
The Challenge Cream and But- 
ter Association || Sean calsenoRehs butter, eggs 
and cheese 9,099,188 
bubher es’ Da ease 1.4955 
eheese= = -.uvS hasdndit 1.4611 


* Agricultural Coéperation, December 15, 1924, p. 413. 

j} Ibid., January 5, 1925, p. 19. 

fee ete ae, une 

| Ibid., February 16, 1925, p. 74. 

Aside from the differences in efficiency of managements, 
the costs of marketing different farm products vary appre- 
ciably because of the nature of the products themselves. 
Some goods, like fresh fruits and vegetables, may be sold fresh, 
others may be canned. If so, processing expenses would be 
included in the latter costs but not in the former costs. Some 
articles, because of their nature, must be stored for a time 
before finally being marketed; hence storage expenses enter 
into the marketing costs of these goods, whereas such ex- 
penses would not enter into the costs of marketing nonstoraged 
products. Some farm commodities must be shipped over 
greater distances than others and some farm goods bear higher 
freight rates than others, and as a consequence differences in 
freight rates partly make variations in marketing costs of 


MARKETING COST PROBLEMS 323 


TABLE XIV 


Costs or MARKETING IN PERCENTAGE oF Gross SALES OF DIFFERENT 
Codprrative Associations Hanpurinc Dirrerentr Goops 2 


Costs 
in Per 
Name of Association Year | Products | Gross ales | Ce2* 
Handled of 
Gross 
Sales 
Oklahoma Cotton Growers’ | 1923- 
INSSOCIATION 2, «8 node sc oe 1924 | cotton $16,410,776.79| 3.40 
Fruit Growers’ Supply Co. (ex- 
clusive of lumber) ........ 1924 | buying 10,212,491.00) 1.62 
The Producers’ Commission | 1924- 
Association, Sioux City ....| 1925 | livestock 5,337,722.00| 48 
Maine Potato Growers’ Ex-| 1924- 
CHANT Ch gel A Mart 8 Panini 1925 | potatoes 6,479,738.00 | 20.6 
deciduous 
California Fruit Exchange ...| 1924 | fruits 14,994,554.00| 3.0 
Berrien County Milk Produc- 
ers’ Association ............ 1924 | milk 403,500.00 | 27.0 
Tulare Codperative Poultry 
FABSOCIATION) 26... 22 Fos). ods 1924 | eggs 376,963.00] 5.8 
Southern Michigan Fruit As- 
SOG TOs GEaSee See eee 1924 | grapes 615,098.00} 2.9 
Eastern Shore of - Virginia vegetables 
Produce Exchange ......... 1924 | mainly 10,465,667.00} 3.8 


farm products. Some articles cost considerable to grade and 
prepare for shipment, and as a result these expenses enter 
into costs of marketing and partly make them vary. In a 
word, if all managements of codperative associations were 
equally efficient, the very nature of the different products, 
their time of harvest, and their distance from the markets, as 
well as other factors, would naturally cause great variations 
in the total marketing costs of different farm products. 


Variations between Coéperatives Handling the Same Sort of 
Goods 


When we consider the variations in marketing costs of dif- 
ferent codperatives handling the same commodity, then it is 


1Taken from issues of Agricultural Codperation. 
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possible to eliminate the nature of the goods as a cost factor. 
Attention is then focused more upon the relative efficiency of 
managements. In the following tables variations in marketing 
costs for the same goods are shown. 


TABLE XV 


Hanpune Costs (Omrrtinc TRANSPORTATION) FOR DIFFERENT 
Wueat Poots 1n 1922? 


Pool Bushale Handled 130 se eee 


Cents 
ONETONBIEOOl avast esis ee 2,500,000 8.5 
Ren sas ME OOL ase tet eee 2,335,750 11.59 
Montana ARON aie we casssciewn intel 5,693,000 13.3 
North: Dakota” Pool... 2... <=. 3,141,000 ; 13.7 
Oklahoma-Texas Pool ......... 3,122,000 146 
Nebraska (POOtt ey shes cee oo anee 396,860 17.14 
Adaho BEOOl ea ccl cc's Wome sehen anes 424,000 28.00 


In Table XV the costs of handling wheat in the different 
pools ranged from 28 cents a bushel down to 8.5 cents a 
bushel. While the volume of business handled may have had 
something to do with this variation in costs, the relative effi- 
ciency (or rather inefficiency) of managements had more 
effect upon the different expenses. This would seem to be 
true, because the Idaho pool consisted of 424,000 bushels and 
cost 28 cents per bushel for handling, while the Nebraska pool 
comprised 396,860 bushels and cost 17.14 cents a bushel for 
handling, and the Oregon pool consisted of 2,500,000 bushels 
and cost 8.5 cents a bushel for handling. The only conclusion 
one can come to from this table is that some pools were 
handled in a grossly inefficient manner in comparison with 
others. 

In Table XVI are reflected ranges of manufacturing and 
marketing costs for cheese. In Tennessee, the variation in 
making and selling cheese in the eleven cheese factories was 
nearly 2 cents a pound. In Wisconsin, it cost about as much 
to sell cheese through the federation as it cost to make and 


TR 


2 Economic Journal, March, 1925, p. 21. 
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TABLE XVI 
Cost or MANUFACTURING AND Marxetine CHEsss 3 


ve Volume of Cost per 
Name of Organization Year Bnehess Potind {Coat 
Eleven Cheese Factories in 
WePennesseés 28.08) suse pha SS 1924 330,758 Ibs. 3.03 to 5.26 
Challenge Cream and Butter 
ASSOCIATION: coe ne tae 1924 | (marketing only) 1.4611 
Wisconsin Cheese Producers’ 
Mederationur: dans acsen- Fe 1924 28,496,198 lbs. | less than 3.54 
(marketing) 


sell cheese in some factories in Tennessee, for the minimum 
costs for making and selling a pound of cheese in the factories 
of Tennessee was 3.03 cents a pound, whereas the cost of 
cheese marketing alone in Wisconsin was something less than 
3.54 cents a pound. Likewise, there was a great variation in 
marketing costs between the Challenge concern and the Wis- 
consin concern. While some of these variations may be the 
result of distance to market, and quality of the cheese, un- 
doubtedly the comparative efficiency of managements is un- 
mistakably retlected in the cost variations. 


TABLE XVII 


Costs or Manuracturtnc One Pounp or Burrer In Four Co- 
OPERATIVE CREAMERIES IN 19184 


Butter Fat Bought,| Operating Costs 


Number of Creamery Baitnda per Pound 
@reamery NO. 2)... fac oc os esis 320,422 5.913 
@Greamery No."4? 3... 01.0 see 94,753 48 
Creamery No: 602.0 ic6 0 222. 110,626 6.2 
MTrEAMCTY GINO: Llgiscidtshisete soins 196,288 5,12 


amare es og ee eee 

The costs of manufacturing one pound of butter in the four 
Oregon codperative creameries in 1918 varied, as Table XVIT 
shows, from 4.8 cents a pound to 6.2 cents a pound. Again, 
ee 


3Taken from issues of Agricultural Codperation. 
4 Oregon Experiment Station Bulletin 168, p. 16. 
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management seems to account for the cost differences more 
than the business volume. This is true because from the view- 
point of volume of business we would expect No. 2 creamery 
to produce butter cheaper than No. 4, and No. 6 cheaper than 
No. 4. A certain phase of the management of many of these 
creameries is known, namely, the overrun. The percentages 
of overrun in three of these creameries was-as follows: No. 2, 
24.7 per cent; No. 6, 22.7 per cent; and No. 4, 23.8 per cent. 
While this phase of the management has something to do with 
costs, it is noteworthy that overrun does not in these cases 
vary directly with costs. However, it shows that improvement 
can be made along this line. 


TABLE XVIII 
OPERATING EXPENSES OF StaTE CRANBERRY ASSOCIATIONS IN 19205 


Average Cost per 


State Association Barrels Shipped Barrel 
Massachusetts .:..........+45- 175,659 $ 1931 
New LCEsSe Vi. ccc, shatsias augmiteaes oe 84,661 1421 

MEAVWISCONSIN 22ers sees waicec tear ee 23,669 0728 


Table XVIII reflects a cost range from $0.0728 a barrel of 
cranberries in Wisconsin to $0.1931 in Massachusetts. The 
greater the volume of business the higher the cost per barrel. 
However, volume of business does not explain the cost varia- 
tion. In this case the differences in costs are largely explained 
in terms of services performed. “The Cape Cod district ex- 
pends more money per barrel of fruit for inspection than either 
of the other two districts. Furthermore, the expenses of the 
Massachusetts company included an experiment with a pick- 
ing machine, made for the benefit of the growers, which alone 
exceeded the total operating expenses of the Wisconsin asso- 
ciation. The Cape Cod growers are conducting experiments 
with a view to developing a power picking machine. In addi- 
tion, this association operates company packing houses at cost 


5U. S. Department of Agriculture Bulletin 1109, p. 27. 
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for the benefit of small growers, which increases the overhead 
expenses.” ® 

Perhaps enough figures have been given to indicate the wide 
variations in costs of marketing the same type of goods 
through different codperative associations. Among other 
things, the causes for the cost ranges are volume of business, 
distance to market, management, and marketing services per- 
formed by each coéperative organization. 


Variations between Coéperatives and Private Concerns Han- 
dling the Same Commodity 


Among the most complete studies that have been made in 
comparing marketing costs of codperative and private con- 
cerns are in the grain trade. The Federal Trade Commission 
has issued several volumes relating to the grain business done 
by different types of companies. Table XIX gives a compari- 
son of operating expenses per elevator for different years. 


TABLE XTX 


AveraGE TotaL OperaTING EXPENSE PER ELEVATOR OF INDEPENDENT, 
COOPERATIVE, AND COMMERCIAL-LINE ELEVATORS 
IN SPECIFIED YEARS 


Cooperative Independent Lines * 

Year Number] Operat- | Number | Operat- | Number | Operat- 
of Ele- ing of Ele- ing of Ele- ing 
vators |Expenses| vators | Expenses| vators | Expenses 

1913-14 .... 176 $3,014 84 $2,459 317 $2,250 
1914-15 .... 63 3,236 59 3,193 360 2,351 
1915-16 .... 268 3,387 116 3,127 377 2,523 
1916-17 ....| 462 3,688 224 3,811 359 2,591 
1917-18 .... 141 4,099 123 4,282 Tt tT 

1919-20 .... 350 5,766 176 5,789 370 3,401 


* Resulis are for six line companies in 1913-14 and for seven companies 


thereafter. ; q 
+ Data for 1917-18 were not obtained from line companies. 


This table reflects the fact that the average line elevator 
gives a very much lower operating expense per elevator than 
a EL EE EEO AE a eek a 

8 Ibid., pp. 27-8. 
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either the codperative or independent—and that, it will be 
noted, for every year. While there are no marked differences 
in the total costs of operation as between independents and 
cooperatives, nevertheless, the independents do show a lower 
cost per elevator for the first three years, and a higher cost 
per elevator for the last three years than the codperatives. 
Taking the six years as a period, there is a progressive in- 
crease in the costs of each type, with the exception of the 
independents in one year. This general increase in operating 
expenses throughout the period is attributed to the upward 
trend of the prices of labor and supplies during the period. 


TABLE XX 


AVERAGE WAGES PER ELEVATOR Pap By SPECIFIED TyPEs oF CouNTRY 
ELEVATORS IN SPECIFIED YEARS 7 


Cooperative Independent Line 

Year ee Wages a paber Piece Number Wages * 

e- : of Ele- : of Ele- } 

vators Paid vators Paid vators Paid 

1913-14 .... 176 $1,775 84 $1,382 112+ $ 991 
1914-15 .... 63 2,071 59 1,912 163 1,017 
1915-16 .... 268 1,925 116 1,765 171 1,115 

= 1916-17 2... 462 2,061 224 2,156 167 975 

1917-18 .... 141 2,124 123 2,416 £ 

1919-20 ....| 350 3,142 176 3,272 97 (L2)3) 


* Item does not include overhead wages and salaries in the case of the lines. 

¥ Two line companies 1913-14 and three thereafter. 

} Data for 1917-18 were not obtained from line companies. 

Perhaps, the variations in operating costs between the three 
types of concerns can partly be accounted for through a com- 
parison of the wages per elevator. It seems that the differ- 
ences in operator’s expenses, slight though they be, are the 
result in a large measure of the different wages paid by co- 
operatives, independents, and line elevators, as will be ob- 
served in Table XX. The line elevators paid lower wages 
than either of the other two types. This is partly due to the 


7 Report of the Federal Trade Commission on the Grain Trade, 
Vol. IV, p. 22. 
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fact that the managers of line elevators have fewer duties 
to perform than the managers of codperatives or independents. 
In the case of a line elevator, the central office handles the 
entire sales end of the business, while in the case of the inde- 
pendent and codperative, the local managers have to take 
care of sales. Then, too, the central office supervises quite 
closely the line elevators, whereas the independent and co- 
operative managers have to rely largely on their own initia- 
tive. This being true, ordinarily a higher grade of manager 
is needed for the codperative and independent elevators than 


TABLE XXI 


AveRAGE NuMBER oF BusHELS or GRAIN So~p By CountTRY ELE- 
VATORS BY TYPE IN SPECIFIED YxEARs 8 


Cooperative Independent Line * 
piear ae Bushels De: Bishelaye Ue) Basho 
Be Per! Sold rik Boling ieee ook 
vators ° vators vators f 2 
1913-14 .... 176 185,212 84 110,389 541 57,028 
1914-15 .... 63 210,997 59 103,113 578 50,050 
1915-16 .... 268 165,544 116 102,459 610 71,673 
1916-17 .... 462 144,962 224 102,275 565 35,919 
191 7=18 © hs2: 141 137,537 123 89,675 t £ 
1919-20 .... 350 125,852 176 98,153 531 30,516 


* Results for eight line companies in 1913-14 and for nine companies there- 


after. 
{ Elevators operated. 
+ Data for 1917-18-19 were not obtained for line companies. 


for the line elevators. Hence higher managerial salaries are 
probably paid to the codperative and independent managers 
than to the line managers partly for this reason. Besides, co- 
operative and independent elevators more frequently carry 
side lines, and are more frequently equipped with cleaning 
facilities than line elevators. For these extra services expenses 
are incurred by the codperatives and independents that are not 
incurred by the lines. These extra expenses also contribute 
in making higher total expenses for the codperative and inde- 


pendent elevators. Furthermore, the codperatives and in- 
EE 
8 Ibid., p. 32. 
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dependents handle a greater volume of business, as Table XXI 
discloses, than the line elevators. To take care of the extra 
quantity of grain handled ordinarily requires more men, and 
as a result this tends to increase the wages paid by the co- 
operatives and independents. 

As between codperative and independent elevators, the 
higher wage expense as shown in Table XX, and perhaps the 
higher operating expense as shown in Table XIX, for the inde- 
pendents in the last three years of the period is accounted for, 
by the commission, by increases in salaries or drawings of 
owner operators in the last three years when profits were 
exceptionally good. It is possible for independents thus to 
reverse their position in operating expenses, for the inde- 
pendents are generally partnerships or private ventures of 
individuals, and in some instances the managers are directly 
interested in the elevators. 

If all the factors be taken into account in the foregoing 
discussions, one might properly conclude that the operating 
costs of line elevators, codperatives, and independents do not 
vary appreciably, but when one compares the operating costs 
of the 1922 state wheat pools with the buying margins of 
country elevators from 1912-1917, as Professor J. E. Boyle 
has done,® the cost variation between pools and country ele- 
vators are wide. The pool costs ranged from 8.5 cents a 
bushel in Oregon to 28 cents a bushel in Idaho, while the 
buying margins of country elevators ranged from 5.91 cents 
per bushel in the case of line elevators to 7.61 cents per bushel 
in the case of independent elevators. Despite the fact that 
transportation costs are excluded in the later comparison, 
the data are hardly comparable, because the pool costs are 
for the year 1922 whereas the country elevators’ buying 
margins are for the years 1912-1917. Moreover, the volumes 
of business also vary. But even when allowances are made 
for time and business volume, one is safe in saying that the 
pool costs are so high in comparison with the country elevator 
buying margins that the codperative pools were handled 
relatively inefficiently when compared to the operation of 


8 Hconomic Journal, March, 1925. 
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the country elevators. It may be said, therefore, that while 
the country codperative elevator is about as efficient as the 
independent, and nearly as efficient as the line, the codpera- 
tive pools are much less efficient than the private country grain 
elevators. 

It may be, however, that private concerns emphasize ef- 
ficiency of operation more than codperative companies, while 
“cooperative associations tend to pay higher prices for goods 
than private firms. These tendencies may spring from the 
fact that private companies are operated primarily for profit, 
whereas the codperative organizations are run primarily for 
the service of their members. At any rate, Table XXII, as 


TABLE XXII 


Averace Gross Prorit In Cents PER BUSHEL BEFORE INCLUDING 
Hepces For SPECIFIED Types or Country ELEVATORS IN 
SPECIFIED YEARS 1° 


Codperative Independent Line 
Year Number Number Number 
of Ele- | Profit, | of we- | Profit, | of tle rape 
vators oat vators ‘ie vators - 

1913-14 .... 176 2.04 84 2.66 541 442 
1914-15 .... 63 2.34 59 3.26 578 9.33 
1915-16 .... 268 2.93 116 3.66 610 4.20 
1916-17 .... 462 §.23 224 5.73 565 13.59 
1917-18 .... 141 5.75 123 6.54 
1919-20 .... 350 7.11 176 6.61 531 13.70 


will be noted, indicates higher rates of profit per bushel of 
grain for private concerns than for codperative organiza- 
tions, and Table XXIII, as will be observed, reflects in the 
majority of instances higher margins for private firms than 
for coéperative associations. However, it is believed by some 
that the codperative advantage to the farmer is in the form 
of dividends rather than higher prices, and that there is little 
if any difference between the prices paid farmers for grain 


10 Report of the Federal Trade Commission on the Grain Trade, 
Vol. IV, p. 16. 
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by private concerns and codperatives, especially if a long 
period of years be considered. But be that as it may; if the 
private concern emphasizes low operating expenses in order 
to secure a profit, it will tend to make the codperative more 
efficient when and where the two are competing. This 
tendency, of course, is a good thing for the farmer. And if 
the codperative tends to pay higher prices for produce than 
the private company, this tendency will in turn be a factor in 
forcing the private company to pay higher prices for produce, 
when and where the two types compete for trade. Likewise, 
this tendency works out beneficially to the farmer. 


TABLE XXIII 
Marcins spy Types oF Enevators 14 
Percentage of Total Quotations 
Type Low Margins Medium Margins |Higher Margins 
Years Years Years 


(First and Second) |(Third and Fourth) (Fifth) 


Codperatives ... 24 53 23 


Maisie cess 27 55 20 
Independents .. 33 55 12 
TIMES y/o isis cte ses 35 53 10 


Yearly Variations of the Same Codperative Concern 


If all the facts were available concerning the yearly varia- 
tions in marketing costs of a codperative company, it would 
be possible to determine whether or not the concern was get- 
ting more or less efficient as the years roll by. However, 
too frequently enough facts are not available to make a defi- 
nite statement on this point. Nevertheless, some codpera- 
tive yearly cost variations will be considered and discussed 
in the light of the available data. 

The yearly variations in marketing costs for the Eastern 
Shore of Virginia Produce Exchange from 1914 to 1927 
ranged from 2.3 per cent of sales in 1919 to 5.8 per cent of 
RRS CaeeRe ee eer a ea NN Ne 


11 Tbid., Vol. I, p. 193. 
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TABLE XXIV 
EasTerRN SHore oF Vircinia Propuce ExcHancer 12 


eeSeaooto0na0aOa0ayTo*loaqaleleleOqoqQqQ=q=S=S=S~umam eo 
Per Cent Ex- 


Year 
a Total Sales | Expenses vended Ob GaIS 
iSUS E Ss Se . $ 5,893,942 $233,180 3.9 
LUG a aes meainieiee 3,395,082 197,384 58 
POIGE > FS 6,971,786 272,319 3.9 
1 Seer se ae 10,832,571 356,946 3.3 
CHIMES aoe 8,690,426 269,990 3.1 
JBI ei aes 13,081,545 303,601 23 
TOZOMNSSIVaI3 19,269,890 555,929 2.7 
IM ed Se oe Sane 9,156,972 382,786 42 
Be oS yarn Suan 9,199,925 364,641 3.9 
UNE) Cees 11,638,801 389,455 3.3 
LAT op aea ene 10,465,667 396,602 3.8 
OZONE manta 10,678,310 368,768 3.5 
LODGE Mee 8,820,431 387,732 44 
OZ Geet brome 9,997,464 565,454 5.6 


sales in 1915. In explaining some of the causes for these 
variations several factors must be considered. In the first 
place, the highest yearly marketing cost, namely, 5.8 per cent 
of sales was for the year 1915 in which the organization did 
the smallest volume of business. The two lowest yearly mar- 
keting costs, namely 2.3 and 2.7 per cent of sales were for 
the two years in which the association had the large volumes 
of business. A comparison of total sales and operating ex- 
penses for the other years, also indicate in a measure that 
the greater the volume of business the lower the operating 
expenses. There are exceptions, however, as will be noted. 
How then may these exceptions be explained? 

First, it may be that the percentage of products of dif- 
ferent types handled during the years in which the exceptions 
occurred will account for the deviations. This codperative 
handles white and sweet potatoes, strawberries, cabbage, 
onions, and miscellaneous products, and of course the costs 
of marketing these different commodities vary. Or the ex- 


cee eee. cr ERSnEEaEneEE 
12 Agricultural Codperation, Feb. 16, 1925, pp. 69-70; Feb. 4, 1928 
p. 37. 


334 COOPERATIVE MARKETING 


ceptions may be explained on the basis of different increment 
costs—that is, labor and supply costs that vary from year 
to year. Or the exceptions may be due to both of these causes 
and others as well. 

Next let us turn our attention to the yearly variations in 
marketing costs for eggs. According to the expenses given 
in Table XXV for selling eggs there has been a noticeable 
increase in marketing costs since 1919. What are the causes 
for such cost advances? Unlike the case of the Eastern Shore 
of Virginia Produce Exchange, where marketing costs tended 
to vary inversely with increased volume of business, the 
Tulare codperative marketing costs seem to tend to vary 


TABLE XXV 
TuLaRE Codprrative Pouttry ASsOocIATION 1% 


Year Total Sales Expenses He oe 
MOL eee. Nemes $146,034 $ 5,313 3.6 
NOISE Pa A. 6 229,220 8,290 3.6 
TOMO! eatebers wees 280,521 10,700 3.8 
HO ZO Ecevit ohtats 303,084 13,362 44 
WOON SR Recs toe 236,261 13,120 5.6. 
11)? ae ee 234,007 13,489 58 
MODB Sieriaqe', Ae 322,504 17,698 5.5 
1107) Sa eae ee 376,963 21,705 5.8 


directly with business volume. In most instances, the greater 
the yearly sales of eggs the greater the expenses. It may 
be that the differences in the nature of eggs and vegetables 
has something to do with the opposite variations in costs of 
selling these products. Or it may be that the relative yearly 
costs of labor and supplies were so different in each case 
that the cost variations were opposite to each other. Or it 
may be that the Virginia codperative became relatively more 
efficient as the years rolled along than the Tulare codpera- 
tive. Or the explanation may rest on a combination of these 
causes and others. 


18 Jbid., March 2, 1925, p. 93. 
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There are a few definite things known. First, it does cost 
more or less to market eggs than vegetables. Secondly, labor 
and supply costs have risen since 1913; or, put more accu- 
rately, the prices of labor and supplies have been higher every 
year since 1913 than they were in that year. Thirdly, un- 
less it were a coincident, no two codperative associations 
would progress equally in efficiency. 

In conclusion, it may be said that yearly operating ex- 
penses of a given concern vary among other things because 
of change in business volume, because of changes in the 
relative cost of labor and supplies, because of changes in 
management, and because of changes in costs of performing 
various marketing functions and the number of marketing 
functions performed from year to year. 


Division of the Consumer’s Dollar 


There have been a few codperative associations that have 
given out figures showing the distribution of the dollar the 
consumer pays for products. Some of these data will be 
given in order that the relative margins taken by different 
factors in the trade might be shown. Table XXVI gives 
figures of the California Prune and Apricot Growers’ Associa- 


TABLE XXVI 


DISTRIBUTION OF THE DoLLAR THE CONSUMER Pays For Drizp Fruit 
HANDLED BY THE CALIFORNIA PRUNE AND APRICOT 
Growers’ AssocIATION 14 


Cents 

CEC WOR ar sist ora at sys ceed oc ecient care & Lebvuerares ered id's 40.0 
SYST (3) Bing RN eee acces a ee eee ee eee 25.0 
Munolesalerpe rie FINAN ate Bote oie eid eset otto 11.3 
Ree: A Sate SE ee oes ESS 82 8.3 
Pema pORtAUOl 4 o. 70 CP ae Nee v2 oe ees 6.8 
INSTA ER DOIN. BR AO AIC OTOL 0 Ge On Orne COO E TE 3.0 
BUG AC so As nises wiaaincs) errie aie «sine 9 fsb 2.4 
EOD NC cde crap ima ct /oe 9 6 «0-8. 9 3.e enegis 2.2 
DIS uIE a ie ami AZ AD Clue siold GA eee era ae 1.0 
Go au Ch. eRe REIS COU Otc CLEC EOE cerie OE 100.0 


14 Jbid., Feb. 2, 1925, p. 46. 
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tion. From the table it will be noted that out of the con- 
sumer’s dollar the grower gets 40.0 cents, the retailer, 25.0 
cents, the wholesaler, 11.3 cents, the packer, 8.3 cents, the 
transportation companies, 6.8 cents, the association, 3.0 cents, 
advertising, 2.4 cents, the broker, 2.2 cents, discounts, 1.0. 

Table XXVII reveals the distribution of the consumer’s 
dollar for cranberries in 1920. It shows that the retailer 
took 22.4 per cent, the wholesaler, 11.2 per cent, transporta- 
tion companies, 7.4 per cent, advertising, 1.5 per cent, co- 
operative associations, 3.5 per cent, and the grower, 54.0 per 
cent. 

TABLE XXVII15 

Division or Receipts FRoM SALE OF A BARREL OF CRANBERRIES, 1920, 


Basep on Retait Price or 18 Cents Per Pounp. BARREL 
Contains 100 3Bs. 


Per Cent 
Reataileisisy « ieics ciel sind ee vad sekeody alacant ulate 22.4 
Wholesalete: 0:0 ‘sci fcuik? soe sian pie slecmuctibce tase 1D 
SE YAUSDOPES ORD retire ora. blac cease ols aoe reise 74 
Codperative Association .2 0.0.35 sce cseees ones 3.5 
A VErvisiier seu est oe eda soe nes ee 1.5 
Grower 20h cele ad: Vie see ae 54.0 


Table XXVIII reflects the distribution of the consumer’s 
dollar for oranges sold by the California Fruit Growers’ Ex- 
change. Wholesalers and retailers received 35.4 cents, trans- 
portation companies, 21.5 cents, harvesting, packing, and 
selling by the exchange, 12.4 cents, and the grower, 30.7 cents. 


TABLE XXVIII 


DISTRIBUTION OF THE CoNSUMER’s DoLLAR SPENT FOR ORANGES OF 
THE CALIFORNIA Fruit Growers’ EXCHANGE IN 1920-21 1¢ 


Cents 
Wholesaler and) retailer. 254 Se ee 35.4 
2 LANSPOLtahioh here yes os ee ee 21.5 
Exchange voce eee poe cuca sae ee 12.4 
(STOW OR Whe eae Gace a CeO Ra ae 30.7 


15U. S. Department of Agriculture Bulletin 1109, p. 35. 
16 Black and Price, Annals of the American Academy of Political 
and Social Science, January, 1925, p. 200. 
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From these three tables it will be noted that the citrus fruit 
grower receives less out of the consumer’s dollar than either 
the prune and apricot grower or the cranberry grower. The 
reason for this fact is very likely due in a large measure to 
the nature of the fruit. The orange is sold fresh, while the 
prunes and apricots are sold dried. This fact would have 
some bearing. So also would distance from the market and 
- the care given the fruits while in transit have considerable 
to do with variations in margins of the consumer’s dollar re- 
ceived by the growers. 

It will be seen by a glance at the tables that for prunes and 
apricots the transportation companies took 6.8 cents out of 
the consumer’s dollar, for cranberries, 7.4 cents, and for 
oranges, 21.5 cents. The percentages taken by retailers and 
wholesalers out of the consumer’s dollar also cause the per- 
centage received by the growers to vary. The tables reveal 
the fact that for dried prunes and apricots, the wholesalers 
and retailers took 36.3 cents out of the consumer’s dollar, for 
cranberries they took 34.6 cents, and for oranges they took 
35.4. Likewise the various amounts taken by the different 
associations reflect themselves in the amount each respective 
grower received out of the consumer’s dollar, but probably the 
cooperatives’ expenses vary largely because of the nature of 
the product each concern handles, and in a small way, of 
course, with the relative efficiency of the three codperative 
organizations. 


Possible Ways of Reducing Marketing Costs 


Figures presented in the foregoing tables in this chapter, as 
well as other studies of marketing costs, reveal relatively wide 
variations in marketing costs of codperatives handling differ- 
ent products, of codperatives handling the same product, of a 
given codperative handling the same product over a series of 
years, and also wide variations in the distribution of the con- 
sumer’s dollar for different products. Many of the causes for 
such variations have been discussed, some briefly, some at 
length. Perhaps the most efficient codperative associations 
have comparatively little reason to make extra efforts toward 
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reducing their marketing costs, but the least efficient, possibly 
one-third in each line, should make extra effort toward) re- 
ducing their costs—consistent of course with efficiency. If 
the poorest third of the associations in any line of processing 
and marketing could reduce their marketing expenses from 
5 to 10 per cent of sales, a great improvement would be re- 
flected in our marketing system. 

Many suggestions might be offered for the purpose of 
reducing marketing costs: (1) through an increase or decrease 
in the volume of business; (2) through an improvement of 
the quality of the product; (3) through the assumption or 
reduction of marketing functions; (4) through reduction or 
increase of salaries; (5) through a reduction of interest rates; 
(6) through an increase or reduction of advertising expenses; 
(7) through a reduction of insurance charges; (8) through a 
reduction of delivery costs; (9) through a reduction of the re- 
tailer’s margin. 


Volume of Business 


Theoretically, if not practically, there is a right size of 
business for a codperative association at a given time. The 
law of increasing, stationary, and decreasing returns applies 
to the codperative concern as well as to all others. At the 
present time some codperatives are relatively too small to 
make for a great gain in efficiency. To exemplify: the 1924 
business of thirteen units of the National Livestock Producers’ 
Association was analyzed;17 and it was shown that the 
operating expenses in percentages of purchases and sales 
ranged from .83 per cent to 2.40 per cent, and that in the 
main the larger the volume of business the lower the operating 
costs. To be more definite, the units that have .83 per cent of 
purchases and sales as expenses had a volume of $27,995,127, 
while the unit that gave 2.40 per cent of purchases and sales 
as expenses had a volume of only $618,400. The Federal 
Trade Commission has also pointed out in its Report that up 
to a certain point operating expenses per elevator do not pro- 


a 


17 Agricultural Codperation, July 6, 1925, p. 281. 
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portionately increase with increased volume of business.18 
Other figures could be cited also to show that the percentage 
cost of sales might be decreased by increasing the volume of 
business or by decreasing the volume of business. 

Now the volume of business of an elevator, warehouse, or 
purchasing association might be increased in two ways. First 
by increasing the turnover, and secondly, by enlarging the 
- business unit. Other codperative organizations might increase 
the volume of business by enlarging the acreage, bushelage, 
etc. Likewise the volume of business may be reduced. 

But there may be practical limitations to enlarging the 
business volume in certain instances. To exemplify: if the 
area covered by a codperative concern is enlarged, the cost 
of transporting the products to the plant may more than offset 
the gain in enlarged volume. Likewise there may be practical 
limitations to decreasing the volume of business of a given 
concern. The concern may have a large plant, and if it were 
only partially utilized, the loss here would offset the gain 
derived by decreasing the volume of business. The error in 
the latter case was made when the plant was erected and can 
hardly be remedied now the structure is built and the 
machinery installed. 


Quality of the Product 


It is pointed out in Minnesota Bulletin 211 that out of 2,228 
cars of Minnesota potatoes inspected in 1920-21, 566 cars, or 
24 per cent, were rejected because of condition. The defective 
potatoes should have been discarded at the source of pro- 
duction. It is also pointed out in the same bulletin that out 
of 88 creameries surveyed in 1920, only 26 were actually 
grading cream. And “of a 10-cent average spread that year 
between the best and the poorest grades of butter, at least 4 
cents was due to differences in the quality of the cream.” 
Undoubtedly, marketing costs could be reduced appreciably 
if the quality of the product sold were improved, because it 
Bs a era ed Be LEE 


18 Report of the Federal Trade Commission on the Grain Trade, 
Vol. IV, p. 35. 
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is unquestionably less expensive in most cases to market a 
good product than an inferior one. 


Assumption or Reduction of Marketing Functions 


In some cases it has paid codperative associations to take 
over additional marketing functions. To illustrate: The 
charges of the Central Codperative Commission Association 
are for hogs from $2.00 to $4.00 below the average, for cattle 
from $2.00 to $3.00 less than the average, and for mixed cars 
from $6.00 to $9.00 below the average.?® 

On the other hand, it may pay a codperative to turn over 
some of its functions to middlemen to perform. While the 
author has no example on this point, he does know of many 
cases where manufacturers have gained appreciably by turn- 
ing over some of their functions to middlemen. The extent to 
which a codperative should go in assuming marketing func- 
tions, of course, will among other things depend upon the 
nature of the goods, established trade channels, experience, 
finances, and the like. 

There are two methods pursued in taking on additional 
functions. Some codperatives add them to the original com- 
pany, while others create new companies. The California 
citrus fruit growers illustrate the latter way. ‘They have a 
separate supply company, a separate by-products company, 
etc. More than likely the method followed will again depend 
upon the product and the local conditions. 


Salaries 


An analysis of the audits of some thirty-eight farmer- 
owned codperative elevators shows that the managers were 
paid in 1924 all the way from $1,200 to $3,600 a year.2° Five 
managers were paid $1,500 each, two managers $1,200, and 
three managers $3,600. Over half of the managers, however, 
received less than $2,000 each per year. 

A survey of 115 livestock shipping associations revealed the 
fact that 13 per cent of the managers received less than $500 


RS Sten dies a eaa aC eC Av to a een MI ESE A 
19 Agricultural Codperation, Feb. 2, 1925, p. 54. 
20 Ibid., July 6, 1925, p. 280. 
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each a year, 65 per cent of the managers received from $500 
to $1,500 a year.24 The same source of information indicated 
various ways of paying managers. Some associations were 
paying on the basis of hundredweight of livestock shipped, 
others were paying on the carload basis. Some were paying 
the managers a monthly salary, others a daily wage. And 
the rates that were being paid varied appreciably. Some paid 
’ 5 cents per hundredweight, some 6 cents, some 7 cents, some 
8 cents, some 10 cents, some 12 cents.. The rates based on 
carloads also varied: some paid $15 per carload, others $18, 
and one paid $18 for the first carload and $2.00 for each 
additional carload. One codperative even paid $30 per 
carload, but the manager assumed all losses. 

If these variations in managers’ salaries show anything, 
they show that the variations are too great. Undoubtedly 
some associations are paying their managers too much, others 
too little. Unquestionably increases in certain cases and 
decreases in certain other instances would cut down marketing 
costs to some extent. There is very likely a model salary 
based on services rendered, and from it any association should 
hesitate to depart. Only investigation, however, can determine 
such a standard. 


Interest Rates 


A survey of codperative creameries in Oregon reveals the 
fact that the interest rates paid capital ranged all the way 
from 6 to 10 per cent.?? Quite likely, a survey of other asso- 
ciations would indicate similar variations in interest rates. 
That some codperatives pay too high rates for borrowed capi- 
tal is beyond doubt. 

But to this question there are two sides. In the first place, 
there is the interest rate the codperative pays outsiders for 
funds. In the second place, there is the interest rate the 
association pays members for capital. In some states, the 
interest rate that may be paid codperators is limited to the 
current rate or to a fixed rate. For example, the Oregon state 
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21 Minnesota Experiment Station Bulletin 201, pp. 27-8. 
22 Oregon Experiment Station Bulletin 168, p. 12. 
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law provides that no codperative association may pay more 
than 8 per cent interest to its members for capital. In such 
instances this side of the problem is partly solved for the co- 
operatives. However, it is always a problem to borrow money 
from outsiders at minimum rates. Some codperatives have 
solved this difficulty by borrowing from eastern sources, going 
out of the local money market. Where the association has 
been sufficiently big and has been trusted enough, it has been 
able to solve the interest problem in this manner and thereby 
cut down marketing costs. 


Advertising 


The Sun-Maid Raisin Growers’ of California has sought to 
minimize its marketing costs by reducing the expenditures for 
advertising. Based on raisin sales resulting from advertising, 
its advertising expenses were reduced from $18.13 a ton in 
1921-22 to $12.39 a ton in 1922-23, and to $9.56 a ton in 
1923-24. Lower marketing costs have been attained in this 
way by this association.2* On the other hand, the California 
Fruit Growers’ Exchange increased its advertising assessments 
in 1923 and 1924. Its exchange and district service costs 
actually decreased, but for these two years the volume of 
business was also lower. 

The truth of the matter is that an increase or a decrease in 
advertising expenditures may in either case decrease or in- 
crease marketing expenditures in terms of percentage of sales 
for a given year. If there is a demand for the product al- 
ready, advertising will increase marketing costs for the year. 
If a demand for the product must be created, however, market- 
ing costs may be reduced by advertising. If the volume of 
business can be more than proportionately increased in com- 
parison with increased advertising outlays, and an increased 
volume will reduce marketing costs per unit, then increased 
advertising expenses are beneficial. On the other hand, if 
the volume is already too large, increased advertising may 
be injurious. What is more, the effectiveness of advertising 


28 Agricultural Coéperation, Jan. 19, 1925, p. 26. 
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must also be checked against its cost in order to determine 
whether or not it proportionately lowers or raises marketing 
costs. 

The nature of the market must also be taken into account 
before deciding to increase or decrease the allotments for 
advertising. In a seller’s market when all the advantage 
rests with the seller, when he merely needs to fill orders, as 
“was the case in the World War period, smaller outlays for 
advertising are necessary than in a buyers’ market when all 
the advantage rests with the buyer, when he merely sits in 
his office and selects goods according as they go for high or 
low prices—as in the post-war period. 


Insurance 

It is estimated by auditors that the Staple Cotton Co- 
operative Association saved its members over $380,000 through 
insurance during the first four seasons in which the associa- 
tion operated. It seems as if the codperative decided to handle 
cotton stored only in warehouses bonded under the Federal 
Warehouse Act, and that this action was instrumental in 
bringing most warehouses under Federal supervision which 
resulted in a reduction of 25 per cent in insurance rates. It 
may be that by more careful attention to the question of 
insurance other associations can scale down marketing costs. 


Delivery Costs 

Perhaps codperatives can, in certain instances, reduce 
marketing costs by installing more efficient delivery systems, 
a unified system let us say. At any rate, it is estimated that 
in the ease of milk delivery the cost range is from 40 to 65 
per cent of the total costs from producer to consumer, and 
that this “spread” is equivalent to from 4 cents a quart to 6 
or 7 cents, and in a few cases to 8 cents a quart.” 


Retail Margins 
A retailer may make his profits by exacting high margins 
and making few turnovers or by taking low margins and 
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making frequent turnovers. It is believed by some that the 
retailers’ margins are not infrequently excessive, such being 
the case in the handling of prunes and apples. If so, one way 
out of the difficulty would be for the grower to educate the 
merchants to the advantage of low margins and rapid turn- 
overs. In view of the fact that the turnovers of retailers vary 
appreciably, this line of action may meet approval among 
growers. To illustrate turnover rates: It was found by the 
author that department stores handling groceries in 1923 in 
the state of Oregon had turnovers ranging from one to five 
times a year. Copeland gives one turnover range of retail 
grocers as being from less than eight to more than twelve 
times in 1922.25 Thus it will be readily seen that educating 
some retailers to the value of frequent turnovers may, there- 
fore, be decidedly helpful in reducing costs. Some codperatives 
may find it worth while to follow this educational procedure 
in their endeavors to lower the costs of marketing. 


Conclusion 


It has been shown that codperative marketing costs vary 
appreciably, and that differences in the nature of the products 
marketed and differences in conditions under which the prod- 
ucts are marketed naturally explain some of these cost varia- 
tions. It has also been pointed out that other cost differences 
are the result of variations in the efficiency of codperative 
managements. Moreover, it has been shown that there is 
great need for the reduction of marketing costs by the least 
efficient codperatives, say one-third of all codperatives. 

Finally, it has been indicated that some associations may 
reduce marketing costs through: (1) an increase or decrease 
in business volume; (2) an improvement of the quality of 
goods; (3) salary increases or reductions; (4) interest reduc- 
tions; (5) increases or decreases in advertising expenditures; 
(6) an assumption or reduction of marketing functions; (7) 
a reduction of insurance rates; (8) a reduction in delivery 
costs, and (9) a reduction in retail margins. 
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QUESTIONS AND PROBLEMS 


Why do the costs of marketing differ according to the nature of 
the products handled? 

How do you account for the fact that there are variations in 
marketing costs of codperatives handling the same sort of goods? 


. Explain the causes for some variations in the marketing costs 


of codperatives and of private concerns that handle the same 
kind of goods. 

List the reasons for yearly variations in the marketing costs of 
a specific codperative. j 

Why does the retailer take such a large percentage of the con- 
sumer’s dollar spent for prunes and cranberries? 

How may a grain elevator reduce its cost through changing its 
volume of business? 

What relation does the quality of cream have to the cost of 
marketing butter? 

How have the codperatives in the South cut down their interest 
charges? 


. Before a codperative decides to increase or decrease advertising 


expenditures why should it consider the nature of the market? 
For what particular goods may delivery costs be cut? 


. How may an apple codperative convince retailers that they 


should lower the prices on apples? 
For the farmer, why is it a good thing to have codperatives 
and private concerns compete for trade? 


CHAPTER XXIII 


LEGAL PROBLEMS OF COOPERATIVE ASSOCIATIONS 
Statutory Regulation 


In considering the legal problems of a codperative associa- 
tion, it is necessary for the student to do so in connection with 
the common law, the provisions of the state laws, the provision 
of the Sherman Anti-Trust Act passed in 1890, the provisions 
bearing on interstate commerce in the Clayton Act as well as 
the Federal Trade Commission Act, both of which were passed 
in 1914, and finally the provisions of the Capper-Volstead 
Act which became a law in February, 1922. 

Nearly all of our states now have codperative laws, and 
these acts, while they are similar, have some variations. It 
is therefore necessary for the student to analyze the particular 
state law governing any particular codperative organization in 
which he is interested. These facts being true, the state co- 
perative laws will be discussed only incidently in this chapter. 
The legal problems facing codperators will be treated in con- 
siderable detail in their relation to Federal laws and in a 
limited way only to state laws. 


Types of Legal Problems 


Among the legal problems that a given group of codperators . 
usually face at one time or another might be catalogued the 
following: (1) the choice of forming an incorporated or un- 
incorporated coéperative association; (2) limiting the term 
“codperative”; (3) restriction of membership; (4) voting 
privileges; (5) the rate of interest on dividends; (6) limita- 
tion on stockholdings; (7) restrictions on stock transfers; 
(8) crop contract “running with land”; (9) rights of pooling; 
(10) liquidated damage and penalty rights; (11) the right of 
specific performance and injunction; (12) the right to limit 
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production; (13) the right to fix prices and guarantee them; 
(14) the right to establish collective bargaining prices; (15) 
the right to establish a “fixed-supply-goods” price; (16) the 
right to set a resale price; (17) exemption from Federal in- 
come taxes. 


Incorporated and Unincorporated Associations 


About the first legal problem that a group of codperators 
is confronted with is whether or not it should incorporate the 
organization. In the absence of specific statutes, the unin- 
corporated association comes under the common law and does 
not have many of the legal privileges of an incorporated as- 
sociation. The liability of the members of an unincorporated 
cooperative to third persons is generally that of partners, that 
is, unlimited, while the liability of the members of an in- 
corporated codperative is, as a rule, limited—limited, that is, to 
the par value of the stock each member holds. In the absence 
of a statute to the contrary, an unincorporated association 
cannot maintain a legal action in its own name, but must sue 
or be sued ‘in the names of all the members comprising it, 
while an incorporated codperative organization can maintain 
an action in its own name, can sue and be sued as any other 
corporation. In the absence of a law to the contrary, an 
unincorporated association cannot hold property, real or per- 
sonal, in its own name, while an incorporated codperative can 
do so. Unless its constitution and by-laws provide otherwise, 
the membership of an unincorporated association is non- 
transferable, while the membership is transferable in an in- 
corporated codperative. In the absence of a statute to the 
contrary, the interest of a member of an unincorporated as- 
sociation is neither divisible nor transmissible and his estate 
receives nothing therefrom in the event of his death, whereas 
this is not entirely true in the case of an incorporated asso- 
ciation. In an unincorporated association, expelled or with- 
drawing members receive nothing. And finally, if the 
association desires to do something different from that for 
which it was formed, it may do so only by unanimous consent 
of its membership. 
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After a group of codperators considers these differences be- 
tween unincorporated and incorporated associations, the group 
may even then decide in favor of the former type. This may 
be true, in the case where a group of codperators have in mind 
the formation of a temporary organization with a more or 
less temporary object. If the unincorporated kind is selected, 
the members should draw up a constitution and by-laws for 
guiding and contractual purposes. If these instruments do 
not conflict with the law, they will be held legal before the 
court and the members will be in a position to enjoy whatever 
privileges they are entitled to. 

If, on the other hand, the group of codperators decide in 
favor of the formation of an incorporated association, then 
it will be necessary to make out articles of incorporation. In 
doing so, the codperators should follow the state law under 
which they contemplate organizing, and they should also keep 
in mind the provisions of Federal statutes in order to prevent 
later modifications. Among the things the ordinary co- 
operative state law provides that must go into the articles 
of incorporation are: (1) the objects for which the organiza- 
tion is formed; (2) the name of the association; (3) the 
- amount of its capital stock, if any; (4) its length of existence; 
(5) its place of business; and (6) the names of its incorpora- 
tors. The articles of incorporation are then filed with the proper 
state official, often the Secretary of State, and if they are not in 
violation of law, the official issues a certificate of incorporation. 


Limiting the Term “Codperative” 


Codperative laws have been passed by some states which 
make it impossible for private organizations to incorporate 
and legally use the term ‘“Codperative” without limitations 
attached thereto. Oregon has such a law. It is even doubtful 
whether a private concern may use the name codperative 
without limitations when it is doing an interstate business. 
At any rate, the Federal Trade Commission, by order, com- 
pelled the Farmers’ Codperative Fertilizer Company to show 
on its letter heads that it was a subsidiary of Armour and 
Company. Moreover, after the passage of some state laws, 
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it has become obligatory for codperative associations to use 
in their name “codperative” in some form, if they are to get 
all the protection of the law. 


Restrictions on Membership 


The Capper-Volstead Act provides that members of a co- 
operative association must be producers in order to secure all 
the benefits of this act. This is true whether the association 
be a stock or nonstock organization. However, the law per- 
mits the association to transact business for nonmembers so 
long as the nonmembers’ volume does not exceed that volume 
of business done by members. If the volume of business of 
nonmembers should be larger than that of members, then the 
association would not be entitled to the privileges of this 
Federal statute. 


Voting Restrictions 


The Capper-Volstead Act allows no member of a codperative 
association, with the exception discussed in the next section, 
more than one vote because of the amount of stock or mem- 
bership capital he may own therein. The author is not certain 
if this regulation prohibits voting by volume of business. In 
other words, he is not sure that the act would permit member 
A to have two votes as against one vote for member B, be- 
-cause member A had double the business that member B had, 
when A and B had equal stock holdings. A reading of the 
law leads one to believe that the voting restriction relates to 
stock holdings or membership holdings rather than volume of 
business. If so, it would seem that members, while they may 
be restricted to one vote each based on stock or membership 
holdings, might legally vote according to volume of business. 
Such an interpretation would seem sensible, for the man with 
the larger volume of business should in many cases have the 


larger voting power. 


Interest Rates and Dividends 


A cooperative association, however, may not conform to 
the foregoing regulation pertaining to voting, if it adheres to 
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the provision that it may not pay dividends on stock or mem- 
bership capital in excess of 8 per cent per annum. But where 
it does not adhere to the dividend provision, it must adhere 
to the voting specification. The codperative has the alterna- 
tives of adhering to one of the foregoing provisions—the one 
relating to voting, the other to dividends—or adhering to 
both of them. One of the alternatives is necessary for the 
codperative if it is to enjoy all the privileges of the Capper- 
Volstead Act. 

Furthermore, some state codperative laws limit the rate of 
interest that may be paid on capital. In Oregon, a codpera- 
tive may not pay more than 8 per cent on capital stock. 
State laws, however, do not apply to interstate business and 
in view of the fact that so many codperatives are doing an 
interstate business, it is well for them to obey Federal statutes, 
as well as state laws. 


Limitations on Stock Holdings 


In order that a few stockholders may not get control of the 
business, some state laws have restricted individual stock 
holdings. The Oregon codperative law permits a member 
to hold not more than one-fifth of the capital stock in his 
association. But this, of course, again relates only to intra- 
state business. Now the Capper-Volstead Act is not so direct 
in limiting stock holdings. But it does partly kill the motive 
that would lead to large individual stock holding by either 
limiting the rate of dividends on capital stocks or by prevent- 
ing more than one vote to the member irrespective of the 
amount of stock or membership capital he may own in the 
cooperative. This is true because the motive for unlimited 
stock holdings is profit and control. 


Restrictions on Stock Transfers 


Some codperative laws provide restrictions on the transfer 
of capital stock. In some cases the association reserves the 
right to buy a member’s stock in case he decides to sell it. 
In other cases the association reserves the right to approve 
of the prospective buyer of a member’s stock. It is believed 
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that, if the statute provides, a codperative association may 
restrict the transfer of memberships or stock. Such a pro- 
vision gives an organization considerable control over the 
selection of members. 


Crop Contracts 


A review of the cases settled by the courts pertaining to crop 
contracts would seem to lead to the belief that a codperative 
association has the right to enter into a contract with a mem- 
ber in which he agrees to deliver to the association the crop 
grown on his land.t_ Some contracts, however, have clauses 
which provide that the contract shall “run with the land.” In 
such cases the term “run with the land” usually means that a 
purchaser of the farm under consideration is obligated to 
fulfill the terms of the contract entered into by the seller of 
the farm with the association. In the Oregon case of Phez v. 
Salem Fruit Union,? the provision pertaining to this question 
ran: “It is understood that the conditions herein contained 
should run with the land on which said berries are to be raised 
and shall bind the parties herein, their heirs, administrators, 
and assigns.” 

In its reference to the provision, the court said: “The clause 
providing that the covenants in the agreement should ‘run 
with the land’ was no doubt considered important. Although 
it is doubtful whether it could be enforced in any action at 
law. .. . Whether an equitable remedy would arise out of 
such a covenant need not here be considered.” 

The California Associated Raisin Company was restricted 
in its contracts. The Government stated that all contracts 
entered into between raisin growers and the association must | 
contain a provision authorizing the grower to terminate the 
contract at the end of the first three years thereof or at the 
end of any two-year period thereafter. 

It is altogether probable that a buyer of a farm who had 
no knowledge of the provision “run with the land,” in the 
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1See the cases reviewed in the issues of Agricultural Codperation. 
2Phez v. Salem Fruit Union, 201 Pac. 222, 205 Pac. 970. 
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contract of the seller with the association would not be held 
either in law or in equity. 


Rights of Pooling 


In the discussion of the New England Trust Company v. 
Abbott,’ the Supreme Court of the United States said in 
part: “It is well settled that where one agrees that another 
may fix the price for certain property or the sum to be paid for 
material or services, the decision of the party selected cannot 
‘be impeached by showing that he has committed an error 
of judgment or failed to avail himself of all the information 
which he might have obtained, or has valued the property 
too high or too low.” 

In this decision, it would seem that the principle here an- 
nounced would clearly give the right of pooling to a co- 
operative association, the right to determine the grade and 
quality of the products delivered by members to the associa- 
tion. But, of course, the agents or officers of the concern 
would have to act in good faith and honesty in pooling the 
products of the members of the association. 


Inquidating Damages and Penalties 


L. 8. Hulbert has defined liquidated damages as “damages 
the amount of which has been determined in advance by 
agreement between the parties.” A penalty he defines “as an 
amount fixed by the parties to a contract to be paid by one 
of them in case of breach, which is greatly or perhaps grossly, 
in excess of the damages which may actually be suffered from 
such breach.” 4 

It is the belief of some people that liquidated damages are 
legal, whereas a penalty is not. As a matter of fact, cases 
may be cited in which liquidated damages are invalid, whereas 
other cases may be cited in which liquidated damages are 
valid. 


In many cases.perhaps the state statute on liquidated : 
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8 New England Trust Co. v. Abbott, 162 Mass, 148, 38 N.E. 482, 
27 L.R.A. 271. 


4U. 8. Department of Agriculture Bulletin 1106, p. 25. 
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damages and penalties will determine in a large measure 
whether a codperative association can enforce them. A num- 
ber of states have passed codperative laws legalizing liqui- 
dated damages, and these statutes should be carefully studied . 
by codperators or students concerned. The legal status of 
liquidated damages seems to be as yet undetermined by the 
United States Supreme Court. 

However, an association, if it inserts a provision pertaining 
to liquidating damages in its contract, should see to it that 
the damages mentioned are reasonable and fair, for the 
chances that they will be held valid are far greater than if 
the damages are too large, so large as to be held grossly un- 
reasonable. 


Specific Performance and Injunctions 


By specific performance is meant a decree from the court 
compelling a party to a contract to do exactly what the con- 
tract calls for him to do. This he would do, if he were to 
do as he ought without coercion. Ordinarily, if the goods 
- stipulated in the contract are such that they can be secured 
only from the contracting party, or goods that are rather 
difficult to purchase in the market, the court will usually allow 
a decree for specific performance. But when and where com- 
plete satisfaction can be procured through the recovery of 
damages, a court of equity as a rule will refuse to grant a 
decree of specific performance. 

An injunction is sometimes defined as an order issued by 
a court of equity which directs a party, or compels a party 
to a contract, to do certain acts, or refrain from doing certain 
acts. A court of equity frequently issues injunctions against 
a party to prevent a threatened injury or get it to refrain 
from wrongful acts. As a rule, however, an injunction cannot 
be obtained where the remedy at law is adequate. 

Often an injunction will go hand in hand with a decree for 
specific performance. Where and when a codperative associa- 
tion virtually must have the produce contracted for if it is to 
exist, then, in a case where a member is selling his products 
to an outsider, the court may issue a decree of specific per- 
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formance, requiring the member to sell his produce through 
the association. At the same time the court may issue an in- 
junction which will restrain the party from acting contrary 
to the terms of the decree of specific performance. In such 
a case the one order is frequently necessary to make the other 
decree effective. 

In some cases codperative associations have obtained de- 
crees for specific performance and injunctions; while in other 
cases they have been denied both orders by the courts. It 
seems as if a codperative association’s chances for a decree 
of specific performance or for an injunction, or both, have 
been improved in such cases where the association is re- 
stricted by charter or by law from going into the open market 
to buy the produce in which it deals. The Capper-Volstead 
Act definitely restricts the membership of a codperative 
organization, and this very restriction should strengthen 
the position of a codperative when it asks for a decree of 
specific performance or an injunction or both. However, the 
student or codperator should study his state law and the 
court decisions dealing with injunctions and decrees of 
specific performance in order to ascertain to what degree the 
general rules relative to such decrees have been altered or 
modified. 


LInmiting Production 


Unbalanced production, that is, over- or underproduction, 
can hardly be considered advantageous either to the public 
or to the growers. Yet if a codperative endeavors to limit 
the production of a given product through some form of 
combination, very likely the courts would restrain it from 
doing so on the basis of restraint of trade. At any rate, the 
California Associated Raisin Company was in 1922 enjoined 
and restrained, among other things, from “agreeing or com- 
bining either among themselves or with others to lessen or 
eliminate the supply of raisins or decrease the production or 
supply of raisin grapes or to diminish competition through 
the destruction or waste of raisins or otherwise.” 

Nevertheless, a codperative association would very likely 
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be within the pale of the law if it were to disseminate in- 
formation among its members which would tend to educate 
them to the desirability of limiting production. If govern- 
ment crop reports indicated the amount of a given product 
that is needed for consumption, and the probable amount 
that would be produced for a given year according to plant- 
ings and weather conditions, and that the total production, 
unless changed, would be in excess of the consumption needs 
of this product, the members of a codperative association 
might individually limit their production, and yet act within 
the law. Of course, the practicability of educating producers 
to limit their. individual production has been called in ques- 
tion. Opponents to the plan point out the proclamations 
bearing on crop limitation issued by tobacco growers’, cotton 
growers’, and wheat growers’ organizations as proof that such 
procedure is impracticable. However, a real scientific edu- 
cational plan along the line of individual crop limitations has 
never been given a fair trial. Perhaps it would at least par- 
tially succeed if it were given a fair chance. At any rate the 
author looks for considerable work to be done along this line 
in the future. 


The Right to Fix and Guarantee Prices 


It seems to be in restraint of trade for a codperative associa- 
tion, as well as a private concern, to fix prices and guarantee 
them. Among the things that the Associated Raisin Company 
was enjoined and restrained from doing in 1922 was the 
practice known as “firm at opening price.” This practice 
consisted of selling raisins to dealers by the association with 
the understanding that the prices would be fixed by the as- 
sociation when the organization began shipping raisins, and 
that the dealers would be guaranteed against losses due to 
price declines. The anti-trust laws, namely, the Sherman 
Anti-Trust Act, the Clayton Act, and the Federal Trade Com- 
mission Act, seem to make such a practice as “firm at open- 
ing price” in restraint of trade and therefore illegal. 
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Prices Established by Collective Bargaining 


While collective bargaining prices partake somewhat after 
the nature of monopoly prices, inasmuch as they are not 
prices fixed wholly by the free operation of the law of supply 
and demand, they are, nevertheless, generally considered legal, 
and not unreasonable. Perhaps, the very first codperatives 
to make collective bargaining legal, were the milk producers’ 
associations. In many states they were instrumental in get- 
ting laws passed which permit them to bargain collectively 
without molestation. Undoubtedly, in many cases collective 
bargaining gives milk producers some monopolistic gains. 
Often, a collective bargaining price is higher than the price 
would be were it not fixed by collective bargaining. 


A “Fized-Supply Goods” Price 


Economically speaking, the price of fixed-supply goods is 
one “at which demand is equated with the fixed supply, which 
means that since the supply is fixed in advance, the price 
varies solely with demand.’”> If a codperative organization 
were to fix such a price, would it be legal? The answer is 
problematical. If the codperative limited the supply by a 
combination in restraint of trade, the practice would more 
than likely be declared illegal by the courts. If the members 
of the organization, because of a campaign of education, 
limited the supply by.individual action, the practice could 
hardly be declared invalid. Or, if the supply were limited 
by conditions outside the control of the codperative, the prac- 
tice could hardly be called illegal. It seems to the author 
that conditions would largely determine the legal status of 
such a practice indulged in by codperatives. 


The Right to Set a Resale Price 


It seems to be generally true that neither private concerns 
nor codperatives may set resale prices, that is, name in ad- 
vance the price at which the buyer must sell the product. 
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One of the definite practices which the Associated Raisin 
Company was enjoined and restrained from following in 1922 
was that of “making a contract under which the purchaser is 
obliged to resell raisins or raisin grapes at prices fixed in 
advance of such resale.” Nevertheless, the same object can 
be, and is, accomplished by some concerns in two other ways. 
In the first place, a seller as a rule has the right to choose 
his own purchasers or customers. If a buyer cuts the price 
of an article below a point which the seller desires or requests 
him not to do, the seller can merely refuse to supply the buyer 
with other goods. In the second place, a producer or trader 
may sell on the consignment basis, and in this way determine 
at what price the goods will go into consumption. Despite 
the fact that a resale price cannot be named by the seller, 
he can, within limits, accomplish about the same object he 
has in mind when he attempts to set the resale price. 


Federal Income Tazes 


The question of whether or not a codperative association 
may be exempt from paying Federal income taxes is largely 
answered in the Federal Revenue Act of 1921 and in the 
regulations issued by the Treasury Department relating to 
the collection of income taxes. If a codperative association 
comes within one of the classes exempted from taxation under 
section 231 of the revenue act of 1921, it need not pay taxes 
on its income. This section provides in part for the exemption 
of these associations: 


(10) Farmers’ or other mutual hail, cyclone, or fire insurance 
companies, mutual ditch or irrigation companies, mutual or co- 
operative telephone companies, or like organizations of a purely 
local character, the income of which consists solely of assessments, 
dues, and fees collected from members for the sole purpose of meet- 
ing expenses; 

(11) Farmers’, fruit growers’, or like associations, organized and 
operated as sales agents for the purpose of marketing the products 
of members and turning back to them the proceeds of sales, less the 
necessary selling expenses, on the basis of the quantity of produce 
furnished by them, or organized and operated as purchasing agents 
for the purpose of purchasing supplies and equipment for the use 
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of members and turning over such supplies and equipment to each 
member at actual cost, plus necessary expenses.® 


Subdivision (11) of section 231 of the revenue act clearly 
indicates that to be exempted from the Federal income tax, 
a cooperative sales or purchasing association must not do 
business with nonmembers. If it does business with non- 
members and has the requisite income, it would of course have 
to pay the Federal income tax. 

Further emphasis is placed on this point by Article 522, 
relating to the foregoing regulations. It reads thus: 


Codperative Associations: (a) Coédperative associations, acting as 
sales agents for farmers, fruit growers, dairymen, etc., and turning 
back to them the proceeds of the sales, less the necessary selling 
expenses, on the basis of the produce furnished by them are exempt 
from income tax. Thus codperative dairy companies, which are 
engaged in collecting milk and disposing of it or the products thereof 
and distributing the proceeds, less necessary operating expenses, 
among their members upon the basis of the quantity of milk or of 
butter fat in the milk furnished by such members, are exempt from 
the tax. If the proceeds of the business are distributed in any other 
way than on such a proportionate basis, or if the association deducts 
more than necessary selling expenses, it does not meet the require- 
ments of the statute and is not exempt. The maintenance of a 
reasonable reserve for depreciation or possible losses or a reserve 
required by State statute will not necessarily destroy the exemption. 
A corporation organized to act as a sales agent for farmers and 
having a capital stock on which it pays a fixed dividend amounting 
to the legal rate of interest, all of the capital stock being owned by 
such farmers, will not for that reason be denied exemption. 

(b) Codperative associations organized and operated as purchas- 
ing agents for farmers, fruit growers, dairymen, etc., for the purpose 
of buying supplies and equipment for the use of members and turn- 
ing over such supplies and equipment to members at actual cost, 
plus necessary expenses, are also exempt. In order to be exempt 
under either (a) or (b) an association must establish that it has no 
net income for its own account. An association acting both as a 
sales and purchasing agent is exempt if as to each of its functions 
it meets the requirements of the statute. 


The next question that faces a codperative that believes it 
has the right of tax exemption is, naturally, how can it prove 
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such right. On this point Article 511 of the foregoing regula- 
tions reads partly as follows: 


Proof of exemption—In order to establish its exemption and thus 
be relieved of the duty of filing returns of income and paying the 
' tax, it is necessary that every organization claiming exemption, 
except personal service corporations, file an affidavit with the col- 
lector of the district in which it is located, showing the character 
of the organization, the purpose for which it was organized, the 
sources of its income and its disposition, whether or not any of its 
income is credited to surplus or may inure to the benefit of any 
private stockholder or individual, and in general all facts relating 
to its operations which affect its right to exemption. To such an 
affidavit should be attached a copy of the charter or articles 07 
incorporation and by-laws of the organization. Upon receipt of the 
affidavit and other papers by the collector he will inform the 
organization whether or not it is exempt. If, however, the collector 
is in doubt as to the taxable status of the organization he will refer 
the affidavit and accompanying papers to the commissioner for de- 
cision. When an organization has established its right to exemption 
it need not thereafter make a return of income or any other showing 
with respect to its status under the law, unless it changes the charac- 
ter of its organization or operations or purpose for which it was 
originally created. Collectors will keep a list of all exempt corpora- 
tions, to the end that they may occasionally inquire into their status 
and ascertain whether or not they are observing the conditions upon 
which their exemption is predicated. 


Conclusion 


In his consideration of legal problems of codperatives, the 
codperator or student should carefully look into the state co- 
operative laws, the Sherman Anti-Trust Act, the Clayton 
Act, the Federal Trade Commission Act, the Capper-Volstead 
Act, court decisions, and the regulations pertaining to tax 
exemption. 

For most coéperative groups, an incorporated association is 
preferable to an unincorporated association, because the 
former enjoys certain privileges under the law that the latter 
does not enjoy. However, when the purpose of a codperative 
group is relatively temporary, it may be advisable to form an 
unincorporated organization. 

A codperative association is in some states required to use 
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the term “codperation” in its name; and private concerns are 
restricted in the use of the term “codperation.” It is legal 
for a codperative concern to restrict its membership; in fact, 
in order to enjoy certain legal privileges, the membership must 
be confined to producers. The association, however, may do 
business with nonmembers not to exceed the amount done by 
members, and still enjoy the rights of the Capper-Volstead 
Act. But where it does business for nonmembers, it is not 
exempt from Federal income tax. 

The Capper-Volstead Act does not permit a member to 
have more than one vote based on membership capital in the 
association and at the same time obtain more than 8 per cent 
dividends on capital stock or membership capital. Neverthe- 
less, a member of a codperative association may be entitled to 
either more than one vote based on membership capital or 
more than 8 per cent dividends, and yet have his association 
enjoy the privileges of the Capper-Volstead Act. Some state 
codperative laws limit voting to one vote per member, limit 
the rate of interest paid capital, and limit stock holdings. 
On the other hand, some state codperative laws permit voting 
by membership and volume of business. Whether or not the 
Capper-Volstead Act will permit voting in accordance with 
business transacted in the association, seems somewhat 
problematical. 

Crop contracts are legal as has been shown by a review 
of many court decisions. However, the clause in the contract 
“running with the land” apparently seems to be in restraint 
of trade according to the Associated Raisin Company’s case. 
It seems quite reasonably certain, that a purchaser of a farm 
that knew nothing of such provision before he bought the 
land, would not be held to the contract. 

Within limits, a codperative concern can restrict stock and 
membership transfers, it can reserve the right to purchase 
a member’s interest in the association, and it may in some 
cases reserve the right to make a member who is a prospective 
seller find an approved buyer. The latter restriction, how- 
ever, is more doubtful than the former one. Beyond doubt 
pooling is legal. 
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Codperative associations have been granted decrees of 
specific performance and injunctions. However, it must be 
shown that damages are not adequate before such orders will 
be issued, and that the party cannot get adequate remedy by 
law. Some courts are a little hesitant in granting cooperatives 
such decrees. However, where and when the charter or a 
law prevents a codperative from going into the open market 
to purchase the product under contract, it would seem that 
the court would, if other things are equally favorable, almost 
have to grant decrees of specific performance and injunctions. 

A review of the cases wherein damages and penalties are 
involved, gives one the impression that a court is quite likely 
to allow liquidating damages if they be fair and reasonable. 
A penalty, however, that is grossly in excess of actual 
damages, is not so likely to be enforced. 

If production is limited through individual effort, rather 
than through combination, it would likely be legal and in 
many cases beneficial to the public. “Firm at opening prices” 
and “guaranteed prices” and “resale prices” have been de- 
clared illegal. On the other hand, collective bargaining prices 
are within the pale of the law. 

The Federal Revenue Act of 1921 and the regulations issued 
by the Treasury Department give the conditions under which 
a codperative may be exempt from Federal income taxes.’ 


QUESTIONS AND PROBLEMS 


Name the different legal problems codperators face. 

What advantages does an incorporated codperative association 
have over an unincorporated organization? 

Under what conditions may it be best for a codperative associa- 
tion to remain unincorporated? 

Why were laws passed to limit the term “codperative”? 
Outline the chief provision of the Capper-Volstead Act. 
What is meant by a contract that is said to “run with the 
land”? Is it legal? 
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Agriculture Bulletin 1106; issues of Agricultural Codperation ; state co- 
operative laws; E. G. Nourse, The Legal Status of Agricultural Co- 
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10. 


11. 
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Differentiate between penalty and liquidating damages, specific 
performance and injunctions; discuss their uses. 
Is it legal for codperative associations to limit production? 
Distinguish between a collective bargaining price, a resale price, 
and a “fixed-supply goods” price. 
Under what conditions may a codperative be exempted from 
paying a Federal income tax? Do you believe a codperative 
should ever be exempt from paying a Federal income tax? 
If so, why? If not, why? 
Outline the chief provisions of your state codperative law. 


PART III 
GENERAL FARMERS’ ORGANIZATIONS 
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CHAPTER XXIV 
THE PATRONS OF HUSBANDRY 


Up to the present time business codperatives and their 
problems have primarily been considered in this book. But in 
view of the fact that the general farmers’ organizations have 
played a conspicuous part in codperative marketing in this 
country, it is only fitting that considerable space be given 
over to a treatment of these organizations. Part III will, 
therefore, be devoted to a discussion of some of the outstand- 
ing general farmers’ organizations. In this chapter the 
Patrons of Husbandry will be taken up. 


Spectacular Early Growth 


Perhaps there have been few, if any, farmers’ organizations 
that grew so rapidly and so extensively as the Patrons of 
Husbandry? from 1870 to 1875. Started in 1867, for three 
years it slowly shaped itself under its founder and leader, 
Oliver Hudson Kelly. But from 1870 to 1875, it spread like 
wildfire into every state in the Union except little Rhode 
Island. Nor did it stop at national boundary lines. It 
jumped into Canada and threatened to invade European 
countries. Its size was variously estimated at from 500,000 
to 1,000,000 members in 1875. 


Conditions of Origin 

If one is to explain the unprecedented early development 
of the Grange, one must look into the underlying problems 
that confronted the farmers of the country prior to and during 
its growth. In the South, the farmers were in straitened 
circumstances. The Civil War had liberated the black man, 


1The terms “Patrons of Husbandry” and “Grange” are used in- 
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had killed off and injured approximately one-fourth of the 
white male population, had crippled and killed many of the 
draft animals, and had left the fields in a neglected or trodden 
down condition. The southerners tried to cling to the old 
plantation system; but inasmuch as the Negro had been given 
his new freedom on a platter, he did not know what to do 
with it and as a consequence disrupted the old plantation 
system. To the present tenant system, the southerners then 
were forced to turn. And while the readjustment was taking 
place, great and many difficulties faced the farmers of the 
South. So poor and so discouraged were they that they 
snatched at any scheme that promised relief. 

In the East, there had been some few crop failures in 
certain agricultural sections. Moreover, eastern farmers were 
feeling keenly the effects of competition of western producers 
who were operating more fertile lands. These forces were 
tending to make the eastern farmers change their agricultural 
systems. While the readjustment was going on, hardships 
were naturally encountered, and the farmers were of course 
looking for relief. 

But perhaps the most obvious changes were going on in the 
West. There, inexperienced railroad companies were laying 
down a network of transportation lines. From this railway 
expansion, the people expected equally great agricultural 
prosperity. As a consequence, immigrants flocked into the 
great grain states, until by 1870 there were 42 per cent more 
people than there had been in 1860. The old and the new 
farmers helped the railroads along in their construction. They 
mortgaged their farm lands to get money with which to buy 
railroad stocks in order that more railway lines might be 
laid. They organized in counties and townships in order to 
vote bonds to provide bonuses for railway companies. And 
the Federal government at the same time extended a hand. 
It provided certain railroads with free lands for their con- 
struction. Moreover, the old and the new farmers planted 
more grains. From the additional plantings grew additional 
quantities of grain. From 1860 to 1880 the acreage for the 
leading cereals, namely, wheat, corn, and oats, doubled for the 
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country as a whole. To give a definite example, the per 
capita production of wheat alone increased from 5.6 bushels 
in 1860 to 9.2 bushels in 1882. 

What were some of the effects of the expansion of railway 
lines and the expansion of cereal acreage? They were quite 
different from what had been expected. When agricultural 
_ prosperity had been looked for, agricultural adversity had 
come. Large cereal crops brought misery to the farmers, for 
the prices of these products had fallen appreciably. Rapid 
railroad development opened up new markets, but they were 
often unavailable to the farmers because, in comparison with 
the price of farm products, railroad rates were exorbitant. 
It is said that it required four bushels of corn to pay for 
shipping five bushels of corn from Iowa to the Atlantic sea- 
board. The farmers had mortgaged their lands with the 
hope of paying off their indebtedness when the railroads and 
large crops had brought in prosperity. But instead of bringing 
in agriculturally good times, these factors had brought in 
agriculturaily bad times and as a consequence the mortgages. 
could not be raised. Prices for farm produce were below the 
cost of production. Hence, like the farmers of the South 
and the East, the farmers of the West were ready for an 
organization, for a leader, to lead them out of the wilder- 
ness of adversity. It was hoped that Kelly would be the 
leader and that the Patrons of Husbandry would be the 
organization. 


Development and Nature of the Grange 


After the Civil War, President Johnson, feeling genuinely 
sorry for the people of the South, sent Oliver H. Kelly down 
there to look over the situation and determine what could be 
done to improve conditions. Kelly was a native of Massa- 
chusetts, but had been enticed to Minnesota to farm, and 
later, partly because of failure, had entered the United States 
Department of Agriculture from where he left for the South. 

Naturally, the southern farmers were not friendly to Kelly, 
simply because he was a northerner. The opposition made an 
impression on Kelly, and after a certain definite experience 
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this impression gave rise to the idea of the Grange. One 
— day, it is said that he approached a southern gentleman who 
noticed a Mason pin on him, and thereupon invited him into 
the house. The old southerner, however, claimed that he had 
sworn never to let a northerner cross his threshold. But he 
said that Kelly, in as much as he was a Mason, was welcome 
in his home. 

Kelly believed that if the Mason’s Lodge could soften the 
heart of the southerner, a similar fraternity among farmers 
could greatly improve their social and educational status. 
Feeling thus, he started, after he returned to Washington, to 
perfect the organization of the Grange. For two years all his 
spare time was given over to this idea until finally an outline 
for the Patrons of Husbandry was developed. 

It provided a local society for the community, a county 
society (Pomona) for the members in the county, a state 
society, and finally a national body. Both men and women 
were to be admitted into the order, and also boys eighteen 
years of age and girls over sixteen. An elaborate ritual was 
painstakingly worked out for the order. Great emphasis was, 
and still is, placed on the ritual. Perhaps the reason lies in 
the fact that Kelly believed firmly that the permanency of 
associations which have existed through the ages was founded 
on “ritual, secrecy, fraternity, and mutual benefits.” His 
original aim was to bring the farmers together for acquaint- 
anceship, fellowship, and comradeship. It was only later that 
the political and economic problems thrust themselves upon 
the great leader and his great order. 


Problems of the Grangers 


The real and imaginary problems confronting the early 
Grangers were political, economic, educational, and social. 
First, the Grangers believed that powerful monopolies, espe- 
cially railroad companies, were making profits at the farmer’s 
expense. Secondly, the Grangers thought that farmers should 
have a larger control over legislative matters. Thirdly, the 
Grangers were of the opinion that certain agrarian legislation 
should be put through the state legislatures and through Con- 
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gress. It is interesting to note that their political problems 
were, in the main, of an economic nature. 

The Grangers also believed (1) that the prices of farm 
products were too low; (2) that the middlemen exacted too 
large margins; and (3) that railroad rates were exorbitant. 
They believed that these things were at bottom the cause of 

the agricultural depression in the seventies. 

_ _Educationally, the Grangers desired changes. (1) They | 
wanted to extend the functions of the United States Depart- 
ment of Agriculture so that the farmers would have more and 
better statistics bearing on farm production and marketing. 
(2) They also wanted agricultural colleges to pay more atten- 
tion to agriculture. (3) They believed, moreover, that 
farmers were in need. of more self-education. 

In social directions the Grangers believed changes were 
desirable. In the first place, farmers were isolated, not meet- 
ing together frequently. Secondly, there were no telephones 
or rural free deliveries to keep farmers in close touch socially. 
Thirdly, social centers were few and inadequate for that day. 
The great social problem was: How could farmers and their 
families obtain more and better social intercourse. 


Political Attempts to Solve Problems 


One of the first political activities of the Grange was its 
fight against the railroads. It held that the railroad compa- 
nies fixed arbitrary and exorbitant freight rates, gave rebates 
and free passes to public officials and other influential persons. 
To curb these so-called unfair methods, the Grangers set them- 
selves to the task of procuring railway legislation. In a 
number of states the legislatures, dominated by the Grange, 
or feared by it, passed laws providing for state railway 
commissions. 

In some of these laws there were provisions that granted 
the commissioners the right to fix maximum rates for intra- 
state traffic and passenger services. Needless to say, these 
commissioners in most cases carried out the law. Even the 
Interstate Commerce Commission was largely the result of 
Granger activity. In the main, the Grangers were successful 
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in providing laws that fixed maximum rates for freight and 
passenger service, prohibited rebates, and the giving of free 
passes. 

In its fight against the railroads, however, grave mistakes 
were made. Perhaps the most notable error was made in 
the state of Wisconsin. In that state was passed, in 1874, the 
Potter bill which provided for a railway commission of three 
members who were given the power to make reclassification of 
freight and to reduce rates when and where it found them 
too high. 

The commission took its responsibility seriously. It lowered 
passenger fares to 4, 314, and 3 cents per mile. To the rail- 
roads this action seemed unfair. While some of the smaller 
roads obeyed the ruling and lost money, the two leading 
railroads refused to follow the commission’s decision, claiming 
that the law was at once unreasonable and unconstitutional. 
In fact, it was the belief of some of the best legal minds in 
the country that the law was unconstitutional. However, the 
state supreme court in a decision bearing on the case upheld 
the railway law. Not content with this ruling, the railroads 
appealed to the Supreme Court of the United States. But 
even this judiciary body handed down a decision which held 
the Wisconsin railway law valid. 

In the meantime public sentiment was changing in that 
state, and in 1876 the incoming legislature repealed the law. 
The commission was reduced to one member, and the provision 
empowering the commission to regulate rates was eliminated. 

Undoubtedly this was an unwise piece of legislation. It de- 
layed railway expansion and seriously crippled the railroads in 
Wisconsin. However, the railroads themselves were partly 
responsible for the measure. In the state legislature, their 
lobbyists, in their effort to prevent regulation, fought every 
reasonable bill presented. The only reason they did not 
fight the Potter bill was that they felt it was so radical that 
the legislators would have sense enough to defeat it. In this 
attitude they were badly mistaken, for the legislators preferred 
to pass the Potter bill to going before their constituents with- 
out having passed any railway legislation. And in as much 
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as there was not sufficient time left when the Potter bill came 
up to pass other railway bills, the Potter bill became law, 
greatly to the consternation of the railroads. 

Considering the Granger railway legislation and its influ- 
ence by and large, however, it is safe to conclude that it 
was beneficial. Unquestionably, discrimination that was ex- 
tremely unfair existed here and there. There can be no 
' justification for rebates. There can be little if any justifica- 
tion for free passes. The railways naturally expected govern- 
ment officials and other influential persons to be lenient toward 
them if such persons were given free passes. Perhaps the 
Grangers should receive more credit than another organization 
for eliminating these abuses. 


Control of Legislative Bodies 


At the time, the Grangers also took steps to control legis- 
lation in several states and in Congress. From 1873 to 1876 
several northwest state legislatures were dominated by the 
Grangers. While the Grange did not often put out inde- 
pendent candidates for office and formulate a platform, it did 
here and there almost completely control elections. A con- 
spicuous case was that of Judge Lawrence. In 1871 the State 
of Illinois passed a railway law, and in 1873 Judge Lawrence 
gave an opinion declaring it unconstitutional. This hurt the 
feelings of the farmers somewhat, but a later statement made 
by Lawrence hurt their feelings more. At the time of his 
acceptance of the nomination to the judgeship of the Supreme 
bench in 1873, the judge unwisely “expressed himself in con- 
temptuous terms about the power of the people.” This state- 
ment inflamed the farmers so much that they put up an 
independent man, one Craig, who was comparatively unknown, 
to run against Lawrence. Their dark horse was overwhelm- 
ingly successful in the election. 

The Grangers, also, sent some men to Congress. However, 
this was unnecessary for Congress was frightened over the 
rising political tide of farmers. An example of this fright 
might be given in the form of bills. The Grange asked Con- 
gress to purchase and distribute free farm and garden seeds 
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to the farmers. It did. The Grange asked Congress to 
appropriate $500,000 for the dissemination of agricultural 
literature. It did. Yet there was little agricultural literature 
in the country at the time. Both of these laws were little 
short of being absurd. Nevertheless they were passed, largely 
because Congress feared the Patrons of Husbandry. 

But all legislation sponsored by the Grange in its early and 
later days was by no means unwise. In truth, much of it was 
decidedly progressive, entirely fitting, worth while. Such 
legislation was that pertaining to the United States Depart- 
ment of Agriculture, postal savings banks, parcel post, rural 
free delivery, pure-food laws, rural credit, etc. The Grange 
was largely responsible for a full-ranking Secretary of Agri- 
culture in the Cabinet, and for the increased functions of this 
position. And it was in a large measure responsible for the 
postal savings bank, rural free delivery, parcel post, popular 
election of United States senators, as well as other important 
laws. 

In some states, the Grange passed herd laws, dog tax laws, 
woman suffrage, and the like. Some state Granges ran amuck 
however on free silver, the tariff, and other issues. But the 
Granger legislation is worthy of praise because it is in the 
main fitting, serviceable. 


Economic Attempts to Solve Problems 


The Grange attempted to cut down the middleman’s margin, 
by establishing purchasing agents, stores, manufacturing 
plants, warehouses, and shipping associations. However, these 
attempts grew out of the demands of the rank and file, for 
originally Kelly had not planned to enter these economic 
fields. But in the convention at St. Louis in 1874, when it was 
reported that the farmer received 60 cents a bushel for wheat 
and the consumer paid $1.20 a bushel for it, and that the 
farmer was given 20 cents a bushel for corn and the consumer 
was charged 80 cents a bushel for it, then the economic phase 
of farming was thrust to the fore. At that time Worthy 
Master Kelly said, “We propose meeting together, talking 
together, working together, buying together, selling together.” 
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Purchasing from Wholesale Houses 


At first the Grangers attempted to buy goods codperatively 
from wholesalers. Members would pool their orders, and buy 
household and farm supplies in large lots from wholesalers. 
To this plan, however, there were two obstacles. First, the 
wholesalers demanded cash, and many of the Grangers did 
~ not have it to give. Secondly, the wholesalers in quoting 
prices requested the farmers to keep the quotations secret, 
but the farmers divulged the information. Largely because of 
these difficulties, the plan of. buying goods directly from the 
wholesalers failed completely. 

Out of this plan grew the state purchasing agent scheme. 
A state grange appointed a purchasing agent, and he took 
the pooled orders of the local and country granges in his state 
and placed them with manufacturers or some middleman or 
middlemen. For a time this was at least partly successful. 
The state purchasing agents were able to effect economies 
through large-scale trading. However, the retail merchants 
fought the scheme, and through their associations were able 
occasionally to frighten the manufacturers and wholesalers 
to the extent that these functionaries at times refused to sell 
to the state purchasing agents. 


Granges Engaged in Storekeeping 


Various Granges established some stores here and there. 
Just how many stores were opened by Granges nobody seems 
to know, for there were few statistics kept in those days. In 
the main these stores failed. The reasons for their failure 
were many and varied. In the first place, while the leaders 
of the Grange had studied the codperative stores of England, 
they were unable to follow the Rochdale principles at first 
because the state laws provided for no such codperative 
undertakings. Hence many of these early codperative stores, 
being unable to follow the Rochdale principles, failed. 
Secondly, the Grangers were against high salaries. They 
felt that a store manager was well paid if he received a salary 
twice the size of a farmer’s income. Unfortunately for the 
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Grangers, efficient codperative store managers could not be 
had for this price. Thirdly, inadequate accounting and the 
lack of audits were a cause of the downfall of some stores. 
Fourthly, other stores kept out-of-date stocks and this policy 
partly accounted for their downfall. Fifthly, the membership 
was frequently disloyal, and disloyalty contributed to the 
downfall of other stores. 


Codperative Manufacturing 


In the beginning of the Order, Granges contracted with 
manufacturers to supply a given number of goods for a 
certain price. The Granges thought they could sell these 
goods to their membership. However, the plan was unsuc- 
cessful and a lot of goods were left on their hands. 

Then a few Granges established manufacturing plants. In 
the operation of these plants, however, the Granges were 
unfortunate. In the first place, the Granges bought up a 
number of patents throughout the country, and when they 
tried to use some of these patents suits were brought against 
them on the ground of infringement of patent rights. In the 
second place, one plant, unable to sell its machines, lost a 
great deal of money by carrying them over. Thirdly, other 
losses were entailed when the Grange plants tried to sell 
machinery to farmers through inexperienced salesmen. 
Fourthly, other losses were sustained, because some of the 
machines, sold by the farmers’ plants, were unstandardized, 
and consequently gave rise to difficulty in selling them, in 
setting them up, and in supplying them with accessories. The 
National Grange helped to finance some of these plants, and 
as a consequence lost considerable money since the plants were 
failures. The wrecks occurring in manufacturing were so 
formidable that the attempts to manufacture goods by Grange 
companies were finally abandoned. 


Grain Associations 


The Granges also established some grain associations. At 
first the National Grange entered into an agreement with 
some commission houses to handle grain. These houses sold 
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the farmers’ grain in cars and thereby saved the farmers 
elevator charges. By dealing in this way, the farmers were 
also enabled to retain the margins local buyers would take. 
Through this arrangement the Grange leaders showed fairly 
good judgment, for they required the commission houses to 
put up bonds in the amount of $100,000 each to insure fair 
dealing. 

Perhaps the most extensive example of commission house 
dealing was in California. There the Grange employed a 
local commission house to act as the agent of the Grange. 
It worked on a commission basis and was to pay for the 
wheat when the consignee remitted. Some seventeen boats 
were dispatched to England and the California farmers, happy 
in thinking things were going well, saw their company fail 
all of a.sudden. 

The Grangers also established elevators to take care of 
their grain. In 1874 it was reported that there were some 
53 Grange elevators in Iowa. Just how many farmers’ ele- 
vators were in other states is problematical; nobody seems to 
know. 

In a few instances Granges themselves shipped grain di- 
rectly to market. One account claims that Nebraska Granges 
made from 25 to 30 cents a bushel by shipping grain to 
Baltimore. But unfortunately most of these marketing at- 
tempts failed when the Grange declined in the later seventies. 


Codperative Grange Warehouses 


The Grange established a number of tobacco, cotton, and 
wool warehouses. In these warehouses the farmers stored 
their products and later sold them, it is reported, at relatively 
good prices. In the South, one company organized by the 
Grange is alleged to have made a direct shipment of cotton 
to England. 


Coéperative Livestock Shipping Associations 


To a limited extent, the Granges established codperative 
livestock shipping associations. From this activity, the 
Grangers claim substantial results. It is said that a Grange 
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in Illinois effected a saving of from 25 to 50 cents a hundred 
on livestock that it shipped, and that a Grange in Nebraska 
made 63 cents per hundred above shipping expenses by ship- 
ping hogs directly to market. But perhaps these savings were 
rather rare, for it seems as if most of the codperative live- 
stock shipping associations started by the Grange failed soon 
after they began. 


Other Economic Activities 


It is known that the Granges in the early days engaged in 
insurance. But a great many of the Grange insurance compa- 
nies went to an early grave. A few codperative creameries 
and cheese factories were started, but like many other co- 
operatives nearly all failed. However, out of these early 
economic activities, the farmers partly learned the art of 
pulling together, and also saw the possibilities of economic 
cooperation. Thus, while it may be said that the early eco- 
nomic activities of the Grange were largely failures, with 
' equal emphasis it may be said that they acted as the fore- 
runners of present-day codperation. 


Educational and Social Activities 


The original aim of Kelly was to provide through the 
Grange for the educational and social needs of the community. 
In a measure the Grange reached its objective. It urged that 
the United States Department of Agriculture enlarge its duties 
so that it could be of more use to the farmers. Its suggestion 
was taken, proof of which may be found in the present activi- 
ties of that division of the government. It gathers agricultural 
data of all kinds, classifies them, interprets them, and dissemi- 
nates them through bulletins, year books, circulars, . and 
through lectures. It does research work, helps detect diseases 
of plant and animal life and tells, when possible, how to check 
them. 

The Grange has also indirectly helped to develop agricul- 
tural colleges. In some states, as in Oregon and New York, 
the Grange has a member participate in the meeting of the 
Boards of Regents of the Agricultural Colleges. In Oregon, 
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the State Grange Master is a member of the Board of Regents 
of the Oregon Agricultural College. 

Through its publications, bulletins, and Proceedings, the 
Patrons of Husbandry help educate the farmers. Another 
method is through Grange meetings. At these assemblages, 
lectures by experts, sometimes coming from the scientific and 
business world, are given for the members of the Grange. 
- Besides, the members themselves present, discuss and debate 
important questions pertaining to agriculture, politics, and 
other vital, up-to-date problems. In a few cases Granges 
have also provided scholarships in agricultural colleges for 
students. 

Socially, the Granges are not infrequently the center of the 
community. Programs of all sorts are put on at the local and 
Pomona meetings. The junior members of Granges put on 
little dramas, the older people present readings, and young 
and old alike give music selections. Dances are occasionally 
given under the auspices of the Grange and picnics are usually 
a commonplace among most Granges in the West. For ex- — 
ample: one Grange in central Oregon has an annual picnic 
at which the Governor of the state, representatives of maga- 
zines, and newspapers, and the state agricultural college and 
the Master of the State Grange, appear on the program. 
Games and horse and automobile races are staged and between 
these events, before and after the meeting, which is held in a 
large tent, the people get splendid opportunity for social chats. 
To these gatherings farmers come within a radius of 100 
miles or more. By the farmers this annual picnic is held in 
as high esteem as the Fourth of July. 


Decline of the Grange 


While the Grange has always existed since its origin, for 
about fifteen years, namely, from 1875 to 1890, it had a 
serious decline. In truth, during that period it all but died. 
Why did it decline? The reasons are at once many and 
varied. Perhaps the first real, obvious reason for its rapid 
decline lay in its mushroom growth. It grew so fast, that it 
was impossible to make proper adjustments as it rapidly 
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strode along. A second cause for its decline lies in the fact 
that it had no precedents, no history, by which it could be 
guided. 

A third reason for the reaction lay in the heterogeneous 
character of the Grange. Nearly everybody joined from 1870 
to 1875. It was the popular thing for people to do when the 
organization was growing by leaps and bounds. The lawyer 
joined in order ‘that he might get more clients. The dentist | 
joined so that he could pull, fill, and make more teeth. The 
retailer joined for the purpose of catching more trade. The 
physician joined in order to procure more patients. The 
school teacher joined so that he could make better human 
contacts. The reporter or editor joined in order to enlarge 
his circulation. And, finally, the politician joined with the 
hope of securing more votes at elections. Each had his 
special interests and, with the exception of the farmer, too 
often that interest led the member away as soon as the Grange 
started to suffer relapse. | 

Along with these contributing causes of the decline of the 
Grange are failures in business and errors in legislation. When 
failure upon failure attended the codperative purchasing agent, 
the Grange manufacturing plant, the codperative store, the 
codperative creamery, the farmers’ elevator, and the shipping 
association, members lost not only money, but faith in the 
Grange. Dissatisfaction in the Grange became widespread 
and member after member quickly severed his connection. 
Political blunders, like the Potter bill of Wisconsin, also in- 
censed editors of newspapers and magazines as well as business 
men. At once, written and oral criticism of the Grange 
became remarkably sharp and telling. This criticism was a 
contributing cause of the decline of the Grange. 


Present Status of the Grange 


The early blunders of the Grange gave the farmers good — 
experience—if it did come dear. This experience has been 
used effectively since 1890, for to-day the Grange is perhaps 
larger than it ever was, there being close on a million mem- 
bers, and it is very likely stronger than ever it was. While 
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it has returned in a great measure to the original educational 
and social objectives set forth by Kelly, it nevertheless par- 
ticipates in politics in some sections of the country, and has 
some economic functions. 

In the West particularly, the Grange is active in politics. 
To illustrate with Oregon: the Grange initiates bills from 
time to time. The Oregon rural credits bill and the former 
_ Oregon income tax bill became laws largely because of the 
work of the Grangers. When the state legislature is in 
session, the state Grange always has a lobbyist there to help 
further agricultural legislation, and help prevent the enact- 
ment of injurious bills into law. Frequently, this lobbyist 
joins hands with lobbyists of the Oregon Farmers’ Union and 
the Oregon State Federation of Labor. At times these lobby- 
ists are successful in reaching their objectives and at times 
they are unsuccessful. From the farmer’s viewpoint they are 
considered decidedly helpful. 

The western Granges have sponsored codperative stores, 
elevators, warehouses, insurance companies as well as innumer- 
able other kinds of codperative concerns. Some of these 
Grange business ventures have been decidedly successful, while 
others have failed miserably. Be that as it may, the Grange 
in some western states is the most powerful farmers’ organ- 
ization that exists for the promotion of agricultural interests. 
And of some Granges in the East, the same thing may be said, 
although as a rule, the eastern Granges pay less attention 
to politics and business matters than the western Granges. 


Conclusion 


While the Grange had its decline, it recovered, and is now 
more active than ever in a few parts of the country. At 
present there are upwards of one million members. It is in 
nearly all states in the Union, but is particularly strong in the 
West and East. 

Its former business failures and political blunders tended to 
make the Grange return and emphasize more than ever its 
educational and social objects. Nevertheless, its former 
mistakes have borne fruit, for the successful operation of 
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many of our present codperative enterprises are in a measure 
due to early Grange activities. 

The early activities of the Grange also showed how powerful 
farmers can become when they work unitedly together. It 
demonstrated that class consciousness among farmers brings 
results. 

To-day the Patrons of Husbandry is strongest in educational 
and social fields. But the order still wisely sponsors some 
codperative enterprises among farmers. Considered by and 
large, the Grange is, at present, one of the strongest general 
farmers’ organizations in the country. Great weight is given 
to it in educational, social, political, and economic circles. 


QUESTIONS AND PROBLEMS 


= 


Outline the conditions which led to the organization of the 

Grange. 

Why did the Grange develop so rapidly in the early seventies? 

What were the original objectives of the Grange? 

Give an account of the economic activities of the Grange. 

Why was the Grange responsible for certain agricultural 

legislation in the United States? 

6. What were the causes contributing to the decline of the 
Grange? 

7. What permanent values developed out of the early Grange 
movement? 

8. Give an account of the present activities of some particular 

state Grange. 


Cs SiS) 


CHAPTER XXV 
THE FARMERS’ ALLIANCE AND INDUSTRIAL UNION 
- Conditions of Origin 


The Farmers’ Alliance was a direct outcome of the economic 
conditions of the country prior to and after the formation 
of the organization. From 1867 to 1885 the acreage and yield 
of farm crops increased approximately 100 per cent. Despite 
this great increase in the supply of farm produce, its 
total value was really less than the value of the crop prior 
to this multiplication. At the time the farmers could hardly 
account for this phenomenon, this great discrepancy between 
values and supplies, as we account for it to-day chiefly on 
the basis of our currency. We attribute the difference in sell- 
ing values from 1867 to 1885 largely to the character of the 
currency in use. But the farmers assigned as a main cause the 
political corruption that supposedly dominated the land. 

The farmers’ opinion of conditions of the day is tersely 
portrayed by the Preamble of the Omaha platform of the 
Peoples’ Party, which reads in part as follows: 


We meet in the midst of a nation brought to the verge of moral, 
political, and material ruin. Corruption dominates the ballot box, 
the legislatures, the Congress, and even touches the ermine on the 
bench. The people are demoralized. The newspapers are largely 
subsidized or muzzled, public opinion silenced, business prostrated, 
our homes covered with mortgages, labor impoverished, and the 
land concentrated in the hands of the capitalists. Urban workmen 
are denied the right of organizing, imported pauperized labor re- 
duces their wages, while a hireling army shoots them down. The 
toils of the millions are stolen to build up colossal fortunes. From 
. the public womb of governmental injustice we breed the two great 
classes—tramps and millionaires. 


To be sure, the foregoing quotation pictures a condition 
that an economist cannot substantiate. The quotation does 
381 
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show, however, the state of mind of the great farming class 
at that time. That the farmers received relatively lower 
prices for the goods they sold in comparison with the prices 
they paid for the goods they purchased is a known fact. That 
such conditions revealed the lack of a good credit system for 
agriculture is equally true. And that the farmers as a class 
were in straitened circumstances, in great distress, and that 
they were in a mood for action is plain. Herein lies the reason 
for the outburst of emotion found in that part of the Preamble 
of the Peoples’ Party just referred to. 
Origin 

As has already been pointed out, economic conditions prior 
to the beginnings of the Alliance were ripe for organization. 
These circumstances developed a number of local and state 
alliances almost simultaneously. In fact, it is just about 
as difficult to find the source of the Mississippi River as it is 
to discover the source of the Alliance. Several places and 
dates have been given as the origin of this great organization. 
Farmers in New York, Arkansas, Texas, and Kansas claim 
its origin. Very likely it is true that alliance movements 
grew up independently in all these states. But from the view- 
point of time the claims of Texas must be given priority. 

Along about 1874 the smaller farmers in Texas were in 
conflict with the larger ones. It was alleged by the former 
group that some of the latter group were illegally fencing 
government land and thereby shutting out the smaller farm- 
ers’ cattle from government ranges. Likewise, it was con- 
tended on the part of some of the smaller farmers that some 
of the larger farmers would round up cattle belonging to an- 
other and sell them. It was the movement to “rid the country 
of the so-called ‘land sharks’ and ‘cattle thieves’ that de- 
veloped the first alliance” about this time. Once the im- 
mediate purposes of the first alliance were attained, other 
objectives more nearly like the aims of the Peoples’ Party 
developed, and this alliance as well as other alliances set out 
to obtain them. 

A Texas state alliance was perfected in 1878 but went to 
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an early grave in 1879, mainly because of trouble over politics. 
In the same year, however, another Texas alliance was 
formed with the idea of steering clear of politics. Within a 
few years many other alliances grew up in many other states. 
Among the important ones may be mentioned the Agricultural 
Wheel of Arkansas. In a relatively short space of time—five 
years—it had spread to several states and claimed a member- 
_ ship of some half-million farmers. Still others that may be 
named are: The Brothers of Freedom of Arkansas, founded 
in 1879; the Northwestern Alliance, started in 1880 in 
Chicago; the Farmers’ Mutual Benefit Association of South- 
ern Illinois, founded in 1882. Prior to 1889, these organiza- 
tions, with the possible exception of the Northwestern 
Alliance, had united with others into one alliance; and in 
1889 this national alliance affiliated with the Knights of 
Labor for the purpose of going into politics. The new 
organization was christened the Farmers’ Alliance and In- 
dustrial Union (later it was known as the Peoples’ Party). 


Objectives 


Among the aims of this new association of farmers and 
laborers may be catalogued: 


The elimination of land speculation 

Government ownership of railways and telegraph lines 
The establishment of a graduated income tax 

The abolition of national banks 

An increase in the supply of paper money 

Free coinage of silver 

A subtreasury plan 

The establishment of postal savings banks 

One term for the President and Vice President of the United 
States 

10. Direct election of United States senators 

11. The establishment of the initiative and referendum 

12. The abolition of alien ownership of land 

13. Codperative buying and selling 


SOUMO ST Sa SENOS Boe 


It was felt by the farmers that speculation in farm lands 
was injurious to them and the country, and that it should 
therefore be stopped. Government ownership of railroads 
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and telegraph lines was sponsored by the farmers because 
they believed that railway rates were exorbitant and that the 
government, if it owned the railways, would at least lower 
rates on farm produce, and this would be a distinct advantage 
to the agricultural class and to the consumers in general. Un- 
doubtedly, the low prices of farm products made railway 
rates appear excessive. The straitened- circumstances of 
’ agriculture likewise called forth the demand for a graduated 
income tax. Farmers felt that business and professional men 
in general paid lower taxes than they should. 

At the time the whole currency question was complicated 
in the minds of the farmers. A demand for fiat money on 
the part of the alliance may partly be explained on the geog- 
raphy of the strongholds of this organization. Its strong 
position lay in the tier of states cut by the hundredth merid- 
ian; this was somewhat farther south and west than the 
strongest foothold of the Grange. In this section where the 
Alliance dominated affairs more, the farmers were keenly 
disappointed with their free farms, and they were feeling the 
effects of the economic situation very keenly. Naturally, they 
were deeply in debt. To them, therefore, cheap money would 
be a benefit, for it would enable them more easily to liquidate 
their debts. Besides, the whole currency question was compli- 
cated, difficult for the farmers to understand. Hence it is little 
wonder that the farmers followed footsteps of others, and ad- 
vocated the abolition of national banks, that they partly 
understood the explanations of politicians on free coinage of 
silver and advocated that measure, and that they acted on the 
advice of leaders when they demanded more paper money, 
and that they fell in with the new idea, the subtreasury plan. 

The latter scheme was new as an object for farmers’ organi- 
zations and will, therefore, receive more attention than any 
other aim. In brief, the plan provided for the establishment 
by the United States Treasury Department of a warehouse 
in each state. In these warehouses the farmers were to de- 
posit their produce, say, cotton, tobacco, grain and the like, 
and the government in turn was to issue notes on the produce 
up to 80 per cent of its value. Then when the farmers were 
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willing and able, they would be entitled to redeem the prod- 
uce by paying 2 per cent interest on the amount advanced. 
This could be done by presenting their warehouse certificates 
to the warehouse officials. Such plan, plausible as it may 
seem, was impracticable. In the first place, it would have 
required too many clerks to keep so many individual accounts. 
In the second place, it would have encouraged too much 
- speculation. Capitalists could have bought up the products 
and procured the loans at 2 per cent. Thirdly, the scheme 
would have favored a few at the expense of the many. How- 
ever, the plan which reached the bill stage showed to what 
lengths the farmers would go. 

The demands for postal savings banks, a one-term presi- 
dency, the direct election of senators, and the establishment 
of the initiative, while progressive, were for that day some- 
what radical. These objectives, however, grew out of the 
distrust the farmers had for the old political ways of poli- 
ticians. However, these aims were impossible of realization 
at that time. They were too progressive. 

The abolition of alien ownership of land grew out of the 
general belief among farmers that foreigners were getting 
what they thought to be a monopolistic hold on the soil. “It 
is true that there were a good number of foreigners making 
investments in farm lands in the country along about this time 
but they were relatively too few in number to threaten to 
take the soil from Americans.” 

By codperative buying and selling, the Alliance hoped to 
place the American farmer on a better basis in comparison 
with other classes. Thus the codperative seed sown by 
Grangers was still sprouting or threatening to sprout. 


Political Activities 

In 1889, the Alliance joined hands with the declining 
Knights of Labor to wage political battle against capital, the 
so-called common foe. In 1890 and 1891 the Alliance (com- 
monly called the People’s Party) launched a real campaign. 
In it the new organization was partly successful. It carried 
the election in several states. Through it, B. R. Tillman was 
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elected Governor of South Carolina and W. A. Peffer was 
elected to the senate in Kansas. In addition a few of the 
Alliance candidates were elected to Congress. These small 
victories gave inspiration to the leaders. 

The year 1892, therefore, found the Alliance launching a 
national campaign. By it, James B. Weaver of Iowa was 
nominated for the presidency. However, the farmers and 
laborers carried only three states completely, and only parts 
of several other states. These little victories gave them 
merely twenty-two votes in the electoral college. In addition 
they elected about fifty members to Congress—but most of 
these were fusion candidates. The results were keenly dis- 
appointing to the Alliance people, for they had expected to 
break the backs of the old parties, and take control of the 
country. 

Finally in 1896, the Alliance joined in Bryan’s free-silver 
campaign. This, as all students of the history of the Alliance 
know, was its complete downfall. From then on it ceased to 
exist as an organization. 


Economic Activities 


Like the Grange, the Alliance established state purchasing 
agents, and codperative stores. It is said that the business 
done by these agents climbed into millions of dollars. That 
some of them effected distinct savings is beyond doubt. But 
like the Grange purchasing agents they too declined, prac- 
tically all went to early graves. The stores established by 
the Alliance succeeded in some instances but failed in others. 
Even now there are some of these alliance stores in Texas, 
Kansas, and elsewhere. While some of these stores made 
financial gains, in the main they failed as the Grange stores 
had previously collapsed. 

Loose coéperative buying and selling was also practiced by 
some of the alliances especially from 1888 to 1895. Pur- 
chases of twine, feeds, and seeds were made in bulk. In this 
some of the Alliances reported real savings. Through ele- 
vators and cotton exchanges a good deal of grain and cotton 
was marked codperatively by the Alliance. While some of 
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these associations succeeded, most of them followed the Al- 
liance into obscurity. It may be said in passing, that these 
codperative efforts often corrected abuses, and acted as fore- 
runners of later victories along codperative lines. 


Conclusion 


The Farmers’ Alliance developed into a political party and — 
- politics more than anything else killed it. Nevertheless, it 
must be given credit for some progressive aims that have 
later been incorporated into law. Such objectives are, among 
others: (1) the graduated income tax; (2) popular election of 
United States senators; (3) the initiative and referendum. 

On the other hand, their demands respecting currency and 
banking reforms were in the main unsound. Their belief in 
the common interest of labor and agriculture was too great. 
This was shown in their discussions at conventions. For ex- 
ample, labor wanted short working days, the farmers insisted 
on long working days. Labor desired low prices for farm 
produce, agriculturists, high prices. Other examples could 
be given but suffice it to say that so far nobody has been able 
to point out that the interests of the farmers are more similar 
to those of labor than to those of capital. The elections bet- 
ter than anything demonstrated the conflicting interests of 
agriculture and labor. 

Economically, the Alliance made some headway in co- 
operative marketing, but its gains were largely temporary 
rather than permanent. Perhaps this is to be expected inas- 
much as the Alliance died early. Kill the tree and there will 
be no fruit. Nevertheless, the Alliance may be given credit 
for its early experiments along codperative lines. Through 
the trial and error method it appears as if we have arrived at 
sound codperative marketing. To the early efforts along this 
line are we indebted. They pointed out the pitfalls in co- 
operation, they gave precedents on how not to act, and they 
educated the farmers ofttimes on the desirability of acting 
along certain lines. In a certain sense, then, the Alliance was 


successful. 
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QUESTIONS AND PROBLEMS 


Discuss the origin and development of the Farmers’ Alliance. 
What were the aims of the Farmers’ Alliance, and in what 
respect did they differ from the objectives of the Grange? 
Why was it impossible for the Farmers’ Alliance and the 
laborers to unite and succeed in politics? 

How did the Alliance hope to improve the conditions of the 
farmers? 


. What points in the Alliance’s program were unsound and why 


do you think they were unsound? 
Just how far should farmers go into politics? 


CHAPTER XXVI 
THE AMERICAN SOCIETY OF EQUITY 


~ Origin and Nature 


The date set for the real beginning of the American Society 
of Equity seems to be indefinite, but the date on which the 
organization was launched is given as 1902 by many students. 
It was at this time that the plan was presented to J. A. 
Everitt who took hold of the campaign to make the Society 
a vital organization. Everitt was an editor of a farm maga- 
zine and by combining the subscription to the magazine with 
membership in the American Society of Equity he was able 
to attract a host of followers. 

In 1907, Everitt stated in the Independent that members 
were scattered from the Atlantic to the Pacific, that out of 
3,000 counties in the United States 2,700 contained members 
of this society, and that out of 68,000 post-office neighbor- 
hoods 35,000 had in them people claiming affiliation with the 
American Society of Equity. In 1906, a writer in the Out- 
look claimed that the organization had a total membership 
of 268,000 scattered mainly throughout Kentucky, Indiana, 
Illinios, Wisconsin, Minnesota, Nebraska, with some members 
in Kansas, Oklahoma, and Michigan. Other figures have 
been given on the membership of the association for this time, 
and considering all the estimates, it is rather difficult to de- 
termine just how large the organization was, but probably 
its membership was little more if as many as, 200,000. 

The American Society of Equity was, and is, divided into 
different divisions. There are local unions, county unions, 
state unions, and a national union. Included, also, in these 
divisions are district unions, section unions, and department 
unions. For each important crop or group of crops, a de- 
partment union is provided. Thus there are, for example, 
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fruit and vegetable, tobacco and grain departments. The 
district union is a subdivision of the department. To illus- 
trate: in the tobacco growers’ department there is a special 
district union for Burley tobacco growers. A section union 
comprises a group of states, and it was organized primarily 
to receive reports on the supply and demand of farm prod- 
uce with a view to balancing supply and demand. 

In 1907, Mr. Everitt claimed for the society four depart- 
ment unions, thirteen state unions, and neighborhood and 
county unions in as many as twenty-eight states. 


Objectives 


Briefly catalogued the aims of the American Society of 
Equity were: 


1. To make steady, uniform, and profitable prices for farm 

products. 

To prevent speculation in farm products. 

To enlarge markets at home and abroad. 

To establish elevators, cold storage houses, etc., belonging to 

or controlled by producers and consumers. 

5. To remove unnecessary agents between producers and 
consumers. 

6. To prevent adulteration of food. 

7. To induce boys to stay on the farm. 

8. To protect farmers from the products of cheap labor in 
foreign countries and our island possessions. 

9. To establish parcel posts, postal currency, and savings banks. 

10. To promote honest insurance and safe banking. 


on 


Methods Used to Attain Objectives 


To reach certain of their aims, members of the American 
Society of Equity have attempted (1) to withhold products 
from the markets temporarily, (2) to limit production, (3) 
to establish warehouses and elevators, and (4) to engage in 
direct trading with consumers. The American Society of 
Equity as such has not organized and operated these business 
ventures, but has merely inspired them and, in a measure, 
directed some of them after they were founded. Some of 


1 Independent, Vol. 62, p. 1199. 
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the campaigns of this organization were so extensive and 
unique and seemed so apparently successful at the time that 
they deserve considerable discussion. 


The Campaign for Higher Priced Wheat 


About its first notable attempt to operate on a large scale 
was when the American Society of Equity, from 1902 to 


- 1904, tried to name an equitable price for wheat. At the time 


wheat was being marketed at 70 cents a bushel. To the 
farmers this price seemed too low, for it was but slightly 
above the cost of production. In the interests of the wheat 
growers, therefore, the American Society of Equity launched 
a campaign for “dollar wheat.” 

Leaders of the organization widely and tellingly advised 
the wheat farmers to hold their crops until wheat registered 
one dollar a bushel. This could be done, they were told, by 
building granaries on the farm and by erecting codperative 
warehouses and grain elevators at railroad stations. Farmers 
in great numbers, especially in Minnesota and the Dakotas, 
joined the Society with the hope of getting the dollar price. 

Many granaries and codperative elevators were erected and 
it is believed that the farmers delayed marketing their wheat 
particularly during the autumn months in 1903 and 1904. 
Greatly to the pleasure of the American Society of Equity 
the price of wheat continued to rise, rose indeed to a dollar. 
It was the belief of many members and leaders of this organi- 
zation that the campaign for “dollar wheat” had been com- 
pletely successful and that the organization could be thanked 
for its foresight and effective tactics. 

But, in reality, was the American Society wholly responsible 
for the increased prices of wheat during these years? To 
answer this question fairly a number of factors must be taken 
into account. In the first place, while the 70-cent price 
seemed low, yet wheat had been higher than that only twice 
in ten years. The wheat crop of 1904, moreover, was 25 per 
cent smaller than in 1901 and approximately 12 per cent 
smaller than either the crop of 1902 or 1903. Furthermore, 
the wheat left on the farmers’ hands-on March 1, 1904 and 
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1905 was as proportionately great in quantity as it had been 
in preceding years. Besides, the period in which the society 
was campaigning for higher priced wheat was one of rising 
prices for almost all goods. Even the advice given to the 
farmers to build more codperative elevators had already been 
given by others and the codperative grain elevator movement 
was getting a genuine start. What is more, studies of wheat 
prices for many years show that they rise and fall pretty 
evenly with the world’s demands and supplies of wheat. It 
would, therefore, be more nearly correct to say that the rising 
prices of wheat during the Equity campaign were results of 
forces over which the Society had very little control. The 
American Society of Equity was fortunate to have unseen but 
important forces working for it in the campaign. 

Nevertheless, the Equity should be given credit for ac- 
celerating the codperative movement for codperative grain 
elevators in this country. It is also quite probable that the 
advice given the farmers to hold their wheat for higher prices 
sent the fall prices of 1903 and 1904 off at a higher level than 
they otherwise would have gone and the wheat farmers gained 
a bit thereby. But beyond giving this credit to the organiza- 
tion one can hardly go scientifically. 


The Campaign against the American Tobacco Company 


Perhaps the Society’s campaign against the American To- 
bacco Company attracted more attention than its wheat 
campaign. At any rate, the tobacco campaign gave better 
immediate results to the tobacco growers. The campaign 
centered around two or three districts, the Black Patch and 
the Burley districts of the hill country and the Blue Grass 
region. 

In the Black Patch it was the general belief of tobacco 
growers, until 1904, that competition set the price of their 
product. At this time, however, the belief became general 
that the farmers were offered monopolistic prices. On this 
point the testimony of one John Wesley Gains, representative 
of Tennessee, is of interest because, since it is undisputed, it 
throws clear light on the whole question. It runs thus: 
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Why, Sir, these tobacco buyers, agents for this combination, com- 
posed of Mr. Duke’s concern and foreigners, don’t exactly ride on 
the same horse at the same time around through the country to buy 
this tobacco, but I am told that they do ride in the same vehicle and 
bid the same price, for the same tobacco at the same time, or don’t 
bid at all, or one of them only will bid. They divide up the tobacco 
section into districts and certain agents are assigned to certain 
districts limited by lines or county roads and those agents refuse 


_ to even cross the highway or the dividing line in case the farmer 


has one barn of tobacco on one side and another barn on the other 
side of the road.2 


With the idea in mind, that the price of tobacco was 
manipulated and unduly low, the farmers decided to raise the 
prices of their product. They formed an organization of 
approximately 40,000 tobacco growers, and this association 
purposed to raise the price from 5 and 6 cents to 11 cents a 
pound. A few farmers were not interested in joining but 
the leaders of the organization determined to bring them in. 
To do so, however, it seemed necessary to work out a scheme 
of compulsion. Unfortunately the plan consisted of threaten- 
ing the so-called laggards, and when this method failed to 
work ‘Night Riders” were employed to destroy tobacco fields 
and kill, if necessary, the “scabs.” At least temporarily it 
was successful, but only through the sacrifice of some life and 
the destruction of some property. 

The association pooled its tobacco, much of which could not 
be duplicated elsewhere. To the organization’s terms, the 
American Tobacco Company as well as other buyers finally 
came. ‘They paid the prices that were demanded by the 
tobacco growers, for there was nothing else for the buyers to 
do except to go without the tobacco—and this was not profit- 
able. The campaign was a great triumph for the American 
Society of Equity, although the organization was not directly 
mixed up in the affair. It did, however, direct the campaign, 
but yet disclaimed responsibility for the outlaw methods of 
the “Night Riders.” 

Even a greater temporary victory than this attended the 
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Finance Committee, U. S. Senate, 59th Congress, 2d session. 
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efforts of the Society in the Burley district. Under the in- 
spiration of the American Society of Equity, the Burley 
Tobacco Association was formed expressly for the purpose of 
combating the American Tobacco Company which was almost 
the sole buyer of this type of tobacco in 1905 and 1906. 
As a result of the usual methods of organizers and the un- 
usual tactics of the “Night Riders” most of the tobacco 
growers in this section joined the association. 

In 1906, the tobacco crop was pooled and stored in ware- 
houses, farmer owned. The price set on the crop was 15 cents 
a pound. Growers who needed money had it advanced to 
them by the association which had borrowed money on the 
stored tobacco. When sales were made, however, the money 
was divided on a pro rata basis among the growers who had 
their tobacco pooled. 

Few sales were made in 1906, and the 1907 crop had to be 
added to the pool. In 1908, the growers produced practically 
no tobacco. In the meantime, the American Tobacco Com- 
pany seemed indifferent, seemed to pay no attention to the 
pool, claiming all the while that it had a ten-year supply on 
hand. However, the company eventually came to terms and 
paid the farmers from 17 to 20 cents a pound for their pooled 
tobacco. This was a significant, unprecedented victory for 
the tobacco growers. 

With the 1908 tobacco crop, however, the pooling plan ter- 
minated. The reasons for its disruption were three or four in 
number. One reason lay in the difficulty experienced in 
holding the farmers together. The leaders of the movement 
were afraid to continue the tactics necessary to coerce un- 
willing tobacco growers into the organization. For the leaders, 
a repetition of night riding would have been quite dangerous. 
Another reason may be found in court rulings. Both the 
Kentucky court of appeals and the Supreme Court of the 
United States held that the methods used by the Burley Asso- 
ciation were illegal. Still another cause for the discontinuance 
of the pool was the belief among many farmers that the battle 
against the American Tobacco Company had been won. 
Finally, a secondary reason was dissatisfaction among 
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growers. During the pooling years, a good many rich farmers 
bought up the tobacco certificates of the poorer farmers and 
held them for increased prices. Some of the poorer tobacco 
growers considered themselves victims of the rich, believing 
the rich growers had profited at the expense of their poorer 
neighbors. This feeling was a reason, therefore, for not 
continuing the pooling plan. 

Thus the farmers’ victory was only temporary. The 1909 
crop was normal and the price of that crop as well as the 
price for several subsequent crops was about half as high as 
the price the growers received from 1907 to 1909. This 
lower price can be attributed to several factors. 

In the first place, the supply of Burley tobacco had in- 
creased enormously. From the hill country to the better 
soils of the Blue Grass region the production had been shifted, 
and this was the primary cause of the increased production. 
In the second place, the farmers had desisted from limiting 
production. And finally, the American Tobacco Company 
had, after the struggle, become even more monopolistic. 
During the tobacco war, many competitors of this huge con- 
cern had been weakened or killed and their declining power 
spelt increased power for the American Tobacco Company. 

It would, nevertheless, be a mistake to consider these to- 
bacco campaigns complete failures. They were nothing of the 
kind. For out of the tobacco struggles developed a permanent 
policy of erecting codperative grower-owned warehouses. The 
Burley association has established a long line of such under- 
takings. For building funds, the association collected 10 per 
cent of the sales of tobacco for a while, and used this money 
for erecting warehouses. In addition, the Burley organization 
established a tobacco factory at Louisville, Kentucky, and this 
has continued successfully. Finally, the tobacco campaigns 
have given the tobacco growers a stronger bargaining position 
with buyers than they formerly had. 


Some Theories of the Leaders 


In view of the fact that some of the activities of the Ameri- 
can Society of Equity were economically unsound and illegal, 
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it will be decidedly fitting to discuss some of the theories that 
led to the activities. Perhaps Everitt was easily the most 
conspicuous theorizer of any in the organization. He wrote 
a book called the Third Power. In it he reasoned that there 
were two great powers in existence that were virtually 
supreme. They were labor and capital. Now it was time 
for the farmers to parallel these two organizations by estab- 
lishing a third supreme power among themselves—the 
American Society of Equity. 

He argued, furthermore, that the farmers should set the 
prices for which their produce sold. That this method would 
be no more illegal than the methods pursued by the labor and 
capitalistic organizations, for through combination they were 
artificially raising prices, was his belief. By such a plan it 
was thought that the farmers could control the markets, get 
living prices for their products. This scheme, moreover, was 
morally right, for as Everitt put it, “the farmers are under 
no legal or moral obligation to feed the balance of the world 
at unfairly low prices.” Everitt also claimed that the farmers 
need not look for relief through legislation, for he melee <> 
that we had class government. 

Briefly put, then, his proposal would set prices for farm 
products, build granaries, warehouses, barns and the like to 
store these goods until the buying public was ready to pay 
these set prices. He even believed in limiting production, if 
necessary, to accomplish his objective. Founded on these 
theories then, were some of his great campaigns. 

But the trouble with Everitt was that he knew too little 
about economics. Hither he did not know or he had forgotten 
that supply and demand are the great forces that set the 
prices of farm products that are produced and marketed under 
world-wide competitive conditions. Hither he did not know, 
or he had forgotten that the courts would deal with farmers’ 
organizations in restraint of trade as they were dealing with 
industrial concerns. Either he did not know or he had for- 
gotten that farmers are likely to increase production if they 
think that their neighbors are going to limit production. 

Aside from these faulty ideas, his faith in the erection of 
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storage houses was well placed. Later developments indicated 
that as an organizer he is also entitled to a small place in the 
sun, for he was certainly the main promoter of the American 
Society of Equity. And while this society declined somewhat 
it is still in existence in a reorganized form. 


Present Status 


In 1907, the American Society of Equity was organized. 
At that time, there were only about 15,000 members, and two- 
thirds of these were located in Wisconsin. In 1919, however, 
the membership had expanded to 29,000 in Wisconsin. Since 
then it has contracted decidedly. There are fewer than 4,000 
members in that state to-day. However, there are other 
states in which the Society has a foothold, notably Minnesota 
and Utah.® 

The organization still promotes codperative marketing enter- 
prises. Under its auspices, livestock shipping associations, 
grain elevators, meat packing plants, potato associations, and 
other produce organizations and exchanges are formed. 
Through its business offices, a great deal of flour, twine, coal, 
apples, potatoes, and seed is bought from manufacturers or 
wholesalers and distributed directly to the farmers. This 
phase of the business saves the farmers retail margins, which 
are thought by some to be considerable in certain instances. 
In Wisconsin alone the Equity office did a buying business 
that approximated $3,000,000 one year and its selling business 
was even greater than that sum. 

The reorganized Society now has, as one of its big objects, 
legislation. “To secure legislation favorable to farmers” is its 
great aim. It also drives for better educational advantages in 
the rural communities, promotes sociability, and encourages 
arbitration in place of law suits. Otherwise its objectives are 
about the same as formerly. 


Conclusion 


The American Society of Equity developed rapidly for the 


first few years of its existence, partly because forces outside of 
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its control worked for. it, and partly because Everitt was an 
energetic and skillful organizer. The organization deserves a 
historical place among other general farmers’ organizations, 
not because it apparently succeeded in doing the impossible 
along the lines of price-fixing and crop limitation, but because 
it accelerated the movement for codperative grain elevators, 
tobacco warehouses, and exchanges, and gave the farmers a 
stronger bargaining position. 

Many of its business ventures are sound and have a healthy 
growth. ‘To-day, however, it is one of the small general 
farmers’ organizations in the United States. From time to 
time it has faced many and varied problems. While space 
will not permit a discussion of its difficulties, one obstacle at 
least will be mentioned. At present the Society finds difficulty 
in keeping partial control over the business enterprises it 
promotes. It is trying to solve this problem by letting the 
people engaged directly in each business run it, but requiring 
the enterprise to have one Equity representative on its board 
of directors. Some other general farmers’ organizations are 
trying to solve this problem in like fashion. It will be interest- 
ing to observe the outcome whatever it may be. 


QUESTIONS AND PROBLEMS 


1. Discuss the beginnings and character of the American Society 
of Equity. 

2. What were the early objectives of the American Society of 
Equity, and how did it attempt to attain these aims? 

3. If it were possible, would it be a good thing economically to 
prevent speculation in farm products? Why? 

4. Discuss the advisability of the objective: “To induce boys to 
stay on the farm.” 

5. Give an account of the Equity’s campaign for higher wheat 
prices. 

6. What were the real and imaginary causes for the campaign 
against the American Tobacco Company? 

7. Why did the tobacco campaign terminate with the sale of the 
1908 crop? 

8. Discuss the soundness of the theories advanced by J. A. 
Everitt. 


9. Outline the gains made by the American Society of Equity, 


CHAPTER XXVII 


THE FARMERS’ EDUCATIONAL AND COOPERATIVE UNION 
OF AMERICA 


Conditions of Origin 


The Farmers’ Educational and Codperative Union of 
America was founded in the early months of the year 1902. 
At that time in Texas several unions were organized, but it 
was not until 1905 that the national division of the Union 
was chartered. This segment of the organization, however, 
was formed in accordance with the provision of the original 
Texas charter and the original constitution. Membership in 
the Farmers’ Union was confined largely to farm producers, 
a few exceptions being made in the case of such classes as 
physicians, teachers, and ministers. Some students of the 
movement give the credit of founding the organization to 
Newt Gresham. 

At the time of its origin Gresham was sympathetically in 
touch with the adverse conditions of the cotton growers of the 
South. In those days the cotton producers were confronted 
with an inadequate grading and sampling system. Perhaps 
it is not an exaggeration to point out that at the time cotton 
was handled worse than any other of the great American 
crops. It was left out in bad weather, its sale was largely on 
the basis of samples, and in being sampled the bale was fre- 
quently torn to pieces in order that the purchaser might find 
the poorest sample by which to buy the whole bale. At the 
time, years of overproduction greatly injured the cotton 
grower, for the prices at which he was forced to sell his 
product were naturally low. At the time, there was no ade- 
quate credit system and the farmer was virtually forced to 
sell his crop when it was harvested. Moreover, about five- 
eighths of the cotton producers were tenants and the other 
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cotton farmers were but little better off. These conditions 
placed the American cotton grower in a weak bargaining 
position, and it was the position of the cotton producer that 
Gresham thought most of improving when he organized the 
Farmers’ Educational and Codperative Union of America in 
1902. 


Nature and Size 


The Farmers’ Union is comprised of a number of segments. 
There is the neighborhood union that is confined to the com- 
munity, and higher up there is the county union which falls 
within the boundary lines of a given county. Over the neigh- 
borhood and county unions in a given state there is a state 
organization, and over all divisions there is the central national 
body. It is the policy of the National division to leave the 
subsidiary unions with considerable initiative. It merely 
makes recommendations to the unions, and these recommenda- 
tions are more or less for the common interests of all. Argu- 
ment and moral suasion are the primary devices employed to 
get the members to carry out the suggestions. 

In 1909 there were various estimates given for the size of 
the Union. These ranged all the way from less than one 
million to three million members. Very likely the minimum 
estimate was more nearly correct, and very likely at the 
present time the members total fewer than 1,000,000. 

Originally the Union’s great stronghold was in the South, 
but by 1909 it had spread west as far as the Pacific. At that 
time the Union had organizations in more than twenty states, 
namely, Alabama, Arkansas, California, Colorado, Florida, 
Georgia, Idaho, Illinois, lowa, Kansas, Kentucky, Louisiana, 
Mississippi, Missouri, Nebraska, New Mexico, North Carolina, 
Oklahoma, Oregon, South Carolina, Texas, Virginia, and 
Washington. Since that date the Union has added other 
states to its list, but it is still strongest in the South. 


Objectives 


In 1906 the Union claimed as its purposes the following 
objectives: 
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To establish justice. 

To discourage the credit and mortgage system. 

To assist our members in buying and selling. 

To educate the agricultural class in scientific farming. 

To teach farmers the classification of crops, domestic economy, 

and the process of marketing. 

6. To systematize methods of production and distribution. 

7. To eliminate gambling in farm products. 

8. To bring farmers up to the standard of other industries and 
business enterprises. 

9. To secure and maintain profitable prices for grain, cotton, live- 

stock, and other products of the farm.t 
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From this catalogue of aims, it will be noted that by 1906 
the Farmers’ Educational and Codperative Union of America 
had taken under its wing more than cotton farmers. Indeed, 
it had gone out to mother all farmers in the United States, 
and it purposed to do it through education, legislation, and 
economic activities. It will now be interesting to consider 
in some detail some of the methods the Union has employed 
to accomplish its aims. 


Price-Setting 


As early as 1904 the Union took steps toward setting 
minimum prices on cotton, which at that time was the all- 
important farm product so far as the organization was con- 
cerned. Committees were appointed whose duty consisted 
of naming a minimum price below which farmers were ad- 
vised not to sell their cotton. The Texas union fixed 10 
cents a pound for middling cotton as the minimum price. 
Cotton, however, sold at 9 cents a pound. In 1906 the Union 
named 11 cents a pound as the minimum price for the 1906 
cotton crop. 

This time the union was more successful in guessing what 
the supply and demand of cotton would be. The price during 
the fall months shot up from 9.25 cents to 10.75 cents and 
on up to 13 cents in August of the following year. Over these 
prices the Union officials were greatly elated, claiming that 


1 Report of the Commissioner of Corporations on Cotton Exchanges, 
Dec. 6, 1909, p. 322. 
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their advice to the farmers to hold their cotton had produced 
even more than the desired end. 

Upon the heels of this apparent success, the union fixed a 
new minimum price of 15 cents for the 1909 crop, and a 
minimum price of 12 cents for the 1908 crop. Disappoint- 
ment, however, attended these two efforts, for the 1907 crop 
was practically all sold for prices ranging from 10 to 12 cents 
a pound, and the 1908 crop was nearly all sold below 10 cents. 

The apparent success and failure attending the price-setting 
efforts of the Union are linked up with a number of factors. 
In the first place, the 1906 price set by the Union was ap- 
proximately what the supply and demand of cotton would 
fix. A study of preceding supplies and prices indicates this 
fact. However, the Union believed that it had made a genuine 
success of price-setting. It was very likely upon the basis 
of this so-called triumph that it set the succeeding prices for 
cotton. 

While the cotton yield in 1907 was 16 per cent smaller than 
that in 1906, the former crop was about normal. As a con- 
sequence the price of cotton in 1907 remained at about the 
same level as the 1906 crop, and this was almost one-third 
smaller than the price set by the Union. The crop of 1908 
was also a normal one; and the supply and demand likewise 
fixed a price somewhat below that set by the Union. Of 
course it is very likely that the panic of 1907 had a decided 
influence on holding down the price of cotton, but then that 
affected the demand and is therefore considered in the fore- 
going statement. . 

What then are the net results of price-fixing by the Union? 
They are three in number: First, undoubtedly the withhold- 
ing of cotton, even in a small degree, tended to start the fall 
prices off at higher levels than would otherwise have been 
the case, and as a consequence gave the farmer a better yearly 
average price. In the second place, the farmers were taught 
the value of studying the markets. Thirdly, the attempts of 
withholding cotton from the market showed more clearly the 
necessity of farmer-owned warehouses, and a better credit 
system. 
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Attempts to Limit Production 


The Union, after attempting to withhold cotton from the 
markets temporarily, discovered that prices fell and rose 
responsively with large and small supplies. It, therefore, set 
out to control yearly productions. Simultaneously with the 
Southern Cotton Growers’ Protective Association and the New 
- Orleans and New York Cotton Exchanges, the Farmers’ 
Union advocated a reduction in the 1906 cotton acreage. It 
was believed that a 25 per cent reduction would be a desirable 
goal. Accordingly, the Union, like the other associations, 
advocated this reduced acreage for cotton. Results came 
forth, for the acreage fell from 30,000,000 to 26,000,000. This 
was a reduction of about 1214 per cent. As a consequence 
the price was affected. It rose 25 per cent above that of the 
previous year. While the minimum price set by the Union 
had something to do with the increased price, the reduced 
acreage had a more telling effect. 

The Union followed up this slight victory the next year. 
It advocated less cotton and crop diversification. But its 
recommendation largely went unheeded. This experience so 
discouraged some of the leaders in the movement that they 
were led to say that “Whenever we tell the farmers to plant 
less cotton, they plant more.” 

The reason for this attitude on the part of the farmers lay 
in the fact that so many desired to gain something at the ex- 
pense of the organization, at the expense of their neighbors. 
Each farmer in this category figured that his neighbor would 
follow instructions, and that he might as well plant more cot- 
ton and thereby increase his individual yield. By so doing, 
his individual profits would be enhanced, for while there would 
be a decreased crop, and therefore good prices, he himself — 
would have proportionately more cotton to sell for the high 
prices. As a result, the total yield was but slightly, if any, 
smaller. This same attitude exists to this day among many 
farmers. Before it will thus be possible to regulate production, 
a great deal of education is necessary along the lines of in- 
dividual responsibility and social desirability for crop limita- 
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tions. To this task afew educators have now dedicated them- 
selves. 


Establishment of Warehouses 


As has been gleaned from the foregoing paragraphs, the 
practice of increasing prices by proclamation and by limiting 
supply, was largely a failure. But, the Union also tried the 
plan of storage. In the early days of its existence, the organi- 
zation advocated the establishment of local warehouses to 
store its cotton for higher prices. In accordance with this 
plan, many local unions erected warehouses. As early as 
1909, there were some 1,500 in different cotton states. 

To these warehouses the farmers brought their cotton, left 
it in charge of competent agents, and received warehouse 
certificates. On the basis of these certificates, farmers in 
need of money secured loans from banks and elsewhere until 
their cotton was marketed. In certain instances, the co- 
operative company advanced the money to the farmers, ex- 
changing, as it were, its credit for that of the farmer. 

On a number of occasions the Union has tried to consolidate 
these local warehouses into state organizations. However, 
there is no notable success made by the organization in its 
endeavors. 

The main drawback to this method is that while more 
warehouses have been established from time to time, there 
are altogether too few as yet to make any appreciable effect 
on prices, (of course, exception can be taken with the big 
commodity associations that have recently grown up, and 
which were discussed elsewhere). Another limitation to this 
method particularly in the early history of the Union was 
the lack of credit. Credit was quite hard to procure, and 
that which was extended carried rather high interest rates. 


Sales of Cotton to Manufacturers 


The Farmers’ Union tried to improve the status of the 
farmer in still another way, namely, by advising direct mar- 
keting. The Union, in certain instances, has tried to elimi- 
nate not only the local dealer but also the cotton exchanges. 
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Some state unions employed business agents who assisted 
the local divisions in making sales directly to spinners both 
here and abroad. Some of their efforts in making contracts 
with cotton manufacturers in this country have borne abun- 
dant fruit. But not so with their foreign contracts, although 
it has been possible to make a few foreign agreements. For 
instance, at Memphis as early as 1907, a codperative com- 
pany made some sales directly to European spinners. It even 
opened offices in Manchester and Liverpool. It soon died, 
however, and failures of other companies followed. There 
has been no conspicuous success in this field. 


Other Economic Activities 


From time to time the Union has also been active in estab- 
lishing county exchanges, state exchanges, stores, grain ele- 
vators, and livestock shipping associations, and fertilizer 
plants. Alcng all these lines some successes as well as some 
failures have attended the efforts of the organization. The 
Union has a great many exchanges which do both a buying 
and selling business for farmers. These exchanges buy pri- 
marily groceries, coal, twine, and the like. In certain cases 
considerable savings have accrued. It might be added that 
some of these exchanges transact relatively large volumes of 
business. A Nebraska exchange, to exemplify, does a yearly 
business in excess of $3,000,000. 

In some instances the business done by stores and livestock 
shipping associations and commission houses amount to no 
small figure. But in other cases the volume of business is 
relatively small. All things considered, however, these 
economic activities of the Union are vitally important, and 
are becoming increasingly more significant as time comes and 
goes. 


Legislative and Educational Activities 


Union farmers have continually sought to better themselves 
through legislation and education. Among the national laws 
which they have demanded are: (1) laws to extend more and 
better rural credit; (2) laws limiting the ownership of land 
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by aliens and corporations; (3) laws making the physical 
valuation of railroads, telegraph, telephone, and express com- 
panies obligatory; (4) standard grades for farm products. 
In the case of credits, the Union, with the help of others, has 
been signally successful. Certainly many thanks should be 
given to the Farmers’ Educational and Codperative Union, 
for the enactment of the Federal Farm Loan System and the 
Intermediate Credit Bank Amendment. Likewise credit, in 
a measure, should go to the Union for our Federal Grades 
that are established for a number of products. 

In state affairs, the Unions have also taken a stand for 
what they consider more and better legislation. Reforms of 
various sorts have been advocated. Unions have demanded 
the initiative and referendum, taxation schemes, lower inter- 
est rates, pure food laws, and credit extension. In some of 
these fields they have had marked success. For example, in 
Oregon the Union and other interests are responsible for the 
State Rural Credit System. In Washington, the Union is, 
in the main, responsible for the passage of the initiative and 
referendum. 

The Union has helped in an educational way. It has advo- 
cated diversification of crops and has succeeded in getting 
numerous farmers to see the value of diversified farming. It 
has taught farmers in certain cases how to better grade and 
care for their products. It has pointed out the value of 
limiting production and storing crops. Finally, it has been 
instrumental in some cases in improving our educational 
system, especially that phase relating to rural life. 


Conclusion 


The Farmers’ Educational and Codperative Union under- 
took a great many activities. In some it failed, in others it 
succeeded. Its campaigns for limiting the cotton acreage and 
for fixing minimum prices were largely failures, although 
indirectly the farmers may have secured a slightly higher 
average price in a few instances. Its campaigns for more 
warehouses, elevators, livestock shipping associations, and 
livestock commission exchanges may be set down on the 
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_ credit side of the sheet. But its campaign for direct market- 
ing must be placed on the debit side. Its exchanges and stores 
have been a mixture of success and failure. Some of its legis- 
lation has been wise and some otherwise, but in the main its 
legislative policies have been sound. Educationally, it has 
aided the farmers in both production and marketing. Like 
the American Society of Equity, however, it faces a problem 
_of controlling the business enterprises which it has been instru- 
mental in creating. 
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QUESTIONS AND PROBLEMS 


. What conditions led up to the origin and development of the 


Farmers’ Educational and Codperative Union of America? 
Describe the organization of the Farmers’ Union. 

Discuss the objectives of the Farmers’ Union, pointing out 
those which you consider sound and those which you consider 
unsound. 

Why is it impossible for a general farmers’ organization to set 
prices as the Farmers’ Union attempted to fix them? 

Why did the Farmers’ Union fail in its campaign to limit the 
production of cotton? 

Contrast the successes and failures of the Farmers’ Union. 
Draw up a program to which you think the Farmers’ Union 
should confine its efforts at the present time. 


CHAPTER XXVIII 
THE AMERICAN FARM BUREAU FEDERATION 


The Farm Bureau Movement 


In 1915, the farm bureau movement began to expand and 
develop. It was at a time of rising prices. The World War 
was in full swing, and because of it there was a readjustment’ 
going on in the United States as well as elsewhere. The farm 
bureaus as a consequence were turned to with a view to being 
employed as instruments with which to carry on conservation 
schemes, and saving campaigns. 

From 1915 to 1920 the farm bureau movement developed by 
leaps and bounds. However, it was not alone in its growth, 
for other agricultural organizations were making good head- 
way. The Grange was showing signs of new life. The Non- 
Partisan League was born. The Society of Equity was 
doubling its membership. And the Farmer’s Union was 
gathering strength. 

At this time farmers were prospering, and had, therefore, 
funds with which to pay dues. The War stimulated immediate 
action, for the country needed more food with which to carry 
on the War, more implements of destruction with which to 
fight, and more men with which to battle on the seas and 
lands, in and out of the trenches. These War needs, there- 
fore, furnished the incentives for extraordinary effort through 
agricultural organizations. And the farm bureau proved to be 
well adapted for use along these lines. 


Origin and Development of the Federation 


The farm bureau movement is a direct outgrowth of the 
county agent system sponsored by the government. By pass- 
ing the Smith-Lever Act in 1914, the Federal government 
made available funds partly to support a system of county 

408 


THE FARM BUREAU FEDERATION 409 


agents that was destined in a few years to cover nearly the 
entire country. 

This act provided an annual appropriation of $10,000 for 
each state, plus an additional amount of $600,000 for the first 
year, and a further sum of $300,000 for each following seven 
years. The appropriations were to be divided among the 
states according to their relative rural populations as found 
‘in the 1910 census. The bill further provided that in 1922 
the Federal government would appropriate $4,100,000 besides 
the $10,000 for each state, the former sum to be distributed 
among the states. To share in these appropriations, however, 
it was necessary for a state to appropriate an equal ‘amount 
to match the Federal fund which by the terms of the Act it 
should receive. 

These appropriations acted as an effective lever in starting 
the county agent system. So successful were they, that by 
1919 twenty-one states in the North and in the West had 
developed county farm bureaus that spent on an average of 
$4,000 per bureau for agricultural work. The income out of 
which these expenditures were made came from different 
sources. Of the total income 18.8 per cent was derived from 
the United States Government funds, 18.0 from state Lever 
and state fee funds, 39.0 per cent from county funds, 13.3 
per cent from county membership fees, and 10.9 from local 
miscellaneous sources. These figures show a telling co- 
operative spirit on the part of the states. 

Very likely some of the first county farm bureaus grew out 
of advisory committees which the county agents called to- 
gether, and through which these agents worked. But after 
a number of such bureaus were formed, the plan, sometimes 
modified and sometimes in its original form, was introduced 
into other counties. In the main it seemed to work, and 
suggested the possibility of a state federation that would con- 
sider the common interests of the county farm bureaus. As 
a consequence, in 1915 the first state federation of county 
bureaus was formed in Missouri. This state’s lead was soon 


1M. C. Buritt, The County Agent and the Farm Bureau, p. 216. 
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followed by other states until as early as 1918 there were 
some ten to twelve state farm bureau federations. Once the 
states had federated the county organizations, it was but a 
short step to form the American Farm Bureau Federation. 
So in 1920 this great organization was born. 


Membership and Size 


While some townspeople contributed directly to some farm 
bureaus and all townspeople indirectly contributed for the 
support of the county agents, in the main this was a farmers’ 
movement. The bureaus, excepting the county agents, were 
largely composed of progressive farmers, and directed by 
them. The membership fees varied. In 1921 they ranged 
from $1 to $10; but the model county dues were $10. 

Along in 1921, when the movement was probably at its 
height, about 68 per cent of the country, 2,052 counties, were 
employing county agents. Of this number nearly one-half 
supported their agents by paid membership associations. Be- 
sides, there were over 500 counties in the southern states that 
had local farmers’ clubs.” 

The state federations, however, were composed of the 
county farm bureaus or other associations instead of in- 
dividual farmers as in the case of the county organizations. 
Likewise, the national Farm Bureau Federation consisted of 
the state farm bureau federations or other state agricultural 
associations. The form of government of the national body 
was made democratic through a plan of representation. This 
scheme provided for one director for each state and one ad- 
ditional director for each 20,000 members in a state. 

An annual meeting is held by the directors and in it, among 
other things done, an executive committee is elected to act 
for the organization during the year. This committee con- 
sists of twelve members, the president and vice president, who 
hold office for one year. In addition there is a “House of 
Delegates” which is composed of one delegate from each 
state and one additional delegate for each 10,000 farmers of 
Bs A ee Gee 
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the state. While these delegates, like the directors, may take 
part in the discussions, they may not vote. 


Purposes of the Organization 


The objectives of the national organization may fall into 
three categories: (1) economic, (2) political, and (8) edu- 
cational. 

If we take up the economic aims first we find that the 
Federation planned (1) to extend codperative marketing of 
farm produce to the point where maximum results will be 
secured for both producer and consumer; (2) to limit mar- 
keting profits and costs; (3) to regulate the flow of farm 
products to the markets so that sharp and extreme price 
fluctuations will be eliminated; (4) to reduce production 
costs; and (5) to provide cheaper fertilizer for the farmer. 

Likewise, their legislative objectives are pretty compre- 
hensive as the following catalogue shows. The Federation 
stcod for (1) the protection of the rights, interests, and needs 
of the farmer; (2) the legality of collective bargaining; (3) 
the representation of farmers on all boards or commissions 
that affect agriculture; (4) the consideration of farmer’s in- 
terests in taxation, monetary and banking reforms, trans- 
portation matters, the development of markets or any other 
proposed legislation, state or national, which would strike 
at the welfare of the agricultural classes; (5) an agreement 
or an arrangement between labor and capital with a view 
of eliminating wastes arising out of strikes; (6) the modi- 
fication of the Federal Farm Loan Act and an addition to 
provide for personal credit; and (7) the effective regulation 
of monopolies. 

Equally as interesting and far-reaching are the educational 
objectives. Among the aims may be mentioned (1) the 
creation of a better attitude on the part of urbanites toward 
the farmer’s interests in the social and economic structure; 
(2) the encouragement of a more economical food produc- 
tion; (3) the development of a higher rural standard of 
living; (4) the appraisal of agricultural sentiment bearing 
on proposed legislation. 


412 COOPERATIVE MARKETING 


Such were the aims of the American Farm Bureau Fed- 
eration. A consideration of its methods used to attain its 
objectives is now in order. 


Economic Activities 


The officials, the active spirits of the Federation, agreed 
at the outset on commodity-marketing. That is to say, each 
codperative association formed should be for the purpose of 
marketing one farm product or at most a few related farm 
goods. They also seemed to favor pooling of some sort, 
although there was a considerable disagreement on this phase 
of the marketing program. Some wanted compulsory pool- 
ing while others favored voluntary pooling. Some believed 
that one of the primary functions of the codperative was 
price control, while others thought little of this device, but 
more of the methods to improve the marketing services. 
With such philosophies of economics the leaders began to seek 
out methods to attain their marketing end. 

One of the first steps taken was the appointment of a 
committee of fifteen or seventeen to study methods of mar- 
keting, to draw up a specific marketing program for a spe- 
cific crop, and to present it at state federation meetings for 
adoption or modification or rejection. This was done in the 
case of a number of commodities. As one result, the United 
States Grain Growers, Inc., was born, but only to dash on 
the rocks of destruction. 

Other committees reported, and some of them were more 
successful in their results than this unfortunate grain com- 
mittee. As a consequence, the bureau was instrumental in 
founding and conducting a great many codperative concerns. 
Here and there, the bureau also established purchasing or- 
ganizations that functioned similarly to the old Grange pur- 
chasing agent. Many of these buying exchanges are suc- 
cessful to-day. Besides it was instrumental in establishing 
livestock codperatives, wool pools, fruit and vegetable con- 
cerns, and the like. 

In respect to the management of these codperatives, the 
bureau seemed to follow two or three plans. In some cases 
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the state bureau created a separate department in it, and 
this division undertook codperative marketing for its mem- 
bers. In other instances the state bureau established sepa- 
rate cooperative marketing concerns, and on the board of 
directors of these organizations it had representation. In 
still other cases, however, the state bureau founded the co- 
operative which was made distinctly separate from the 
- bureau, and then left the concern, its child, to make its own 
way in the world. 

The first method was found unsatisfactory in some cases, 
because it involved the bureau in business matters in which 
many of the members of the bureau were not interested. For 
example, grain members frequently were unconcerned with 
livestock marketing, and livestock members were likewise 
uninterested in grain marketing. The third method in cer- 
tain instances divorced too completely the farm bureau from 
the codperative. Too little consideration was given the par- 
ent by its offspring. Hence the scheme was frequently un- 
satisfactory. The second plan, namely that of establishing 
a separate codperative association with bureau representa- 
tion, seems to work best. It leaves the management largely 
in the hands of those directly interested in the particular 
concern, but yet keeps up a contact by having the bureau 
represented on its board of directors. 


Legislative Activities 


In the field of legislation the farm bureau deserves not 
a little credit. It and other farmers’ organizations are re- 
sponsible for the “farm bloc” in Congress. Likewise some 
state bureaus have had a profound effect on state legislation. 
Among some of the legislative measures for which the bureau 
-may partly take credit are: (1) the Intermediate Credit 
plan tacked on as an amendment to the Federal Farm Loan 
Act, and further amendments to this law such as increasing 
the individual amount to $25,000 that a farmer may borrow 
from a Federal Land Bank; (2) the Capper-Volstead bill; 
(3) the Purnell bill, as well as other important measures. 

So far it also seems to be the policy of the farm bureau 
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to lobby for legislation and to work for the election of cer- . 
tain representatives rather than to put out a farmers’ ticket 
as did the Farmers’ Alliance. Indeed, the leaders in the 
movement were so opposed to the idea of a farmers’ party 
that they had written into the constitution this idea. “Any 
officer or director of the American Farm Bureau Federation 
who shall become a candidate for an elective or appointive 
state or national office, shall at once resign and be auto- 
matically dropped from his official position in the American 
Farm Bureau Federation.” This attitude, if considered in 
the light of past failure in politics, may be commended. 
While some political action is necessary on the part of a 
farmers’ general organization, direct action has thus far fallen 
short of attaining the results intended. 


Educational Activities 


Perhaps the farm bureau has one of the best, if not the best, 
systems of education. The county bureau through its offi- 
cers, with the aid of the county agent, boys’ and girls’ club 
leader, and home demonstration agent, decides each year on 
what the farmers need to have knowledge. It maps out 
a complete program along these lines and follows it as closely 
as it is possible to do throughout the year. 

In program-making the farm bureau has had no peer. In 
the first place, no other general farmers’ organization has 
so consistently mapped out its program of work before be- 
ginning upon it. In the second place, no other general farm- 
ers’ organization has had the scientific advice of trained men 
in agriculture and trained women in home economics to the 
extent that the farm bureau has had. Moreover, the meth- 
ods of teaching have differed in the farm bureau from the 
methods in other organizations. Other societies have been 
content largely with teaching through lectures and publi- 
cations, while the farm bureau has employed in addition 
the demonstration plan, and this scheme has been more tell- 
ing in its effects than any other used among farmers. 

The state federations have also followed up a distinct 
method of education. Commodity committees have studied 
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a given preject, made up a report on it, and presented its 
recommendations at meetings in which large numbers of 
farmers interested were in attendance. In these meetings 
modifications have been made and fundamental principles 
of marketing driven home to the farmers. Considerable in- 
formation about marketing, credit, and allied subjects have 
been favorably imparted and received in these gatherings. 
- Still another wholesome phase of the programs has been the 
absence of foolish criticisms of business and business men. 
In the main, the farm buréau has been one of the most vital- 
izing means of education ever presented to the farmers of this 
country. 


Difficulties 


The farm bureau has not, however, had smooth sailing. 
On the contrary, the sea has frequently been rough, and 
beset with many dangers. At times the farm bureau move- 
ment has tried to extend itself into hostile territory, to dupli- 
cate in a large measure the work of other general farmers’ 
organizations. In so doing, it has practically failed in places. 
Very likely, it would have done better if it had tried to func- 
tion through some of the older organizations instead of dupli- 
cating them. 

Of course some friends of the bureau advanced the argu- 
ment that secret societies could not effectively carry on the 
work of the farm bureau. However, this contention has been 
practically disproved in Oregon, for the Grange has been by 
far the more effective organization of the two. Still another 
argument given for duplication was that in a great many 
cases the older farm associations were too dead to function 
or were unwilling to function as the farmers wanted the 
bureau to perform. There is considerable truth in this con- 
tention in certain places, but by no means in all localities. 
Unquestionably, the farm bureau movement would have 
made greater progress in many states if it had used, instead 
of trying to duplicate or parallel, older farmers’ associations. 

A second stumblingblock has been the failure of certain 
economic concerns sponsored by the bureau. The United 
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States Grain Growers, Inc., appears to have been a real 
blunder that cast reflection on the movement. Closely re- 
lated to codperative failures are codperative entanglements 
in which some bureaus have become involved. By using 
the farm bureau as a direct concern for the marketing of cer- 
tain farm products in certain places, the bureau has brought 
down considerable criticism on the part of not only members 
but townspeople as well. The noninterested members have 
on occasion felt that the bureau was not serving the interest 
of all its members, but only a number in whose favor it was 
discriminating. The townspeople have, at times, contended 
that they helped, through taxation and occasionally through 
donations, to establish the farm bureau and the county agent 
system, and that the bureau was later turned into a com- 
mercial enterprise that became a genuine competitor of the 
townsmen, especially the merchants. Such dissatisfaction, 
such complaint, has given many farm bureaus marked 
trouble. At times, the difficulty has been settled by divorc- 
ing, at least partly, the bureau from the county agent and 
from the codperative enterprise. 

The bureau had difficulty also in getting the ear of a suf- 
ficient number of members of Congress to help in its political 
program. The “regulars,” particularly the Republicans, 
fought the agricultural bloc in Congress. Nevertheless, it 
was quite successful at times in spite of this opposition. 

Finally, the bureau has had no end of trouble since 1920 
in keeping up its membership. This obstacle, however, is 
largely the result of the agricultural depression, which has 
made it hard for the members to pay their dues. But, of 
course, other farmers’ organizations have likewise been con- 
fronted with this stumblingblock. 


Conclusion 


The American Farm Bureau Federation, unlike any other 
farmers’ organization, has been partially sponsored by the 
government. It has also had the leadership of a more sci- 
entific’ group of men and women than any other general 
farmers’ association. As one result, perhaps, it has had a 
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better attitude toward middlemen and toward business men 
in general. As another consequence, it promised fewer impos- 
sible things to the American farmers than any similar or- 
ganization. 

The movement has been handicapped by serious impedi- 
ments. Among others, there may be mentioned (1) the op- 
position of similar organizations; (2) some economic failures 


- like the United States Growers, Inc.; and (3) the difficulty 


of keeping its membership satisfied, and of keeping natural 
enemies from making inroads into its organization through 
artful criticism. 

Its results, however, have been encouraging. Many co- 
operative concerns dot the land where formerly there were 
few before the days of the Federation. Helpful agricultural 
laws, like the Capper-Volstead and Intermediate Credit 
amendment, have been passed. And finally education along 
agricultural lines has been retailed and wholesaled more 
effectively through this organization than through any other. 
All in all, the movement has been decidedly worth while. 


QUESTIONS AND PROBLEMS 


1. Outline the conditions in the United States at the time of the 
origin of the American farm bureau. 

2. What were the ways in which the government helped in the 
development of the farm bureau? 

3. Give the objectives of the national organization. 

4, In what respects do the methods used by the farm bureau 
differ from the methods employed by the other general 
farmers’ organizations? 

5. Should the farm bureau have entered states in which other 
general farmers’ organizations were strong? If so, why? If 
not, why? 

6. How has the farm bureau at times come in competition with 
business men? Do you justify this competition on the part 
of the farm bureau? Why? 

7. Outline the definite accomplishments of the American Farm 
Bureau Federation. 

8. Why has the farm bureau had difficulty in holding its mem- 
bership since 1920? 

9. Look up the activities of some local farm bureau and make 
a report in class, 


CHAPTER XXIX 
THE NON-PARTISAN LEAGUE 


Problems of the North Dakota Farmers 


The Non-Partisan League had its origin in the problems 
which confronted the farmers in North Dakota. Hence if 
one is to appreciate fully some of the fundamental reasons 
why the Non-Partisan League developed, one must go into 
the farmers’ problems in that state. First, the farmers of 
North Dakota had a series of poor crops prior to and during 
the early development of the League. From 1910 to 1920 
the average yield of wheat in North Dakota was a third less. 
than that for the country at large. Secondly, inadequate 
credit facilities obtained prior to the origin of the League 
in 1915. It is said that in certain instances interest rates 
were exorbitant at banks and at stores, but of course where 
crops are poor inadequate credit facilities are to be expected. 
However, it is believed that some who extended credit to 
farmers took an undue advantage of them. 

Besides complaining of poor crops and inadequate credit, 
the farmers complained against the system used to sell their 
crop. In 1915 there were some 800 codperative grain ele- 
vators as against 1,400 private concerns. Grain was mar- 
keted by codperatives largely through commission men in 
St. Paul, Minneapolis, Duluth, and Chicago. At the time, 
it was believed by many farmers that the buyers of their 
grain were unfair in computing the amount of dockage for 
dirt, foul seeds, and inferior and spoiled foreign grains. At 
the time, it was alleged by farmers that some buyers of 
their grain made a charge for switching cars, whether switch- 
ing was necessary or not. It was also contended that buyers 
purchased more inferior grades of grain than they sold, and 


bought fewer superior grades of grain than they marketed. 
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Of this there can be no doubt in certain cases. However, 
skillful mixing of grades on the part of some dealers would 
partly account for this apparent discrepancy. 

Among other things, the farmers also argued that the 
chambers of commerce virtually appointed the grain in- 
spectors and that the latter worked for private interests rather 
than for the farmers. They wanted their Equity Exchange 
to have a seat on the Minneapolis Chamber of Commerce, 
but it had been denied them. They asked the legislature of 
1915 to provide for state-owned elevators, but it failed to do 
so. They complained that the manager of a farmer-owned 
elevator had virtually been bribed by commission men. This 
strife between the chambers of commerce and the farmers 
was bitter. But whatever may be the merits or demerits of 
either side to the controversy, it is safe to point out that 
the chambers of commerce in that region of the country had 
shown little skill in getting on properly with the farmers. 

Discontented thus with crop failures, with credit. facilities, 
and with the whole marketing system, the farmers of North 
Dakota groped about for methods to solve their problems. 
They did not have far to look, because there was a group of 
socialists who appreciated the agricultural situation of North 
Dakota and who had a plan which, they said, promised re- 
lief. The scheme was government action: state ownership 
and operation of elevators, stores, mills, banks, and the 
like. By putting the marketing machinery in the hands of 
the state, the socialists claimed that fair treatment for all 
classes would ensue. That the plan was legal cannot be 
disputed. The Supreme Court of North Dakota handed 
down a decision; so also did the Supreme Court of the 
United States, affirming the right of the state to engage in 
state enterprises proposed by the League. It is on this basic 
foundation of state ownership, then, that the League must 
justify its service to farmers, if not to society at large. 


Organization and Development of the League 


The Non-Partisan League is, in the words of Professor 
B. H. Hibbard, “a new grouping of voters without respect to 
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earlier party affiliations, pledged to support the new organiza- 
tion. It is not the plan of the League to put a third party 
ticket into the field in opposition to the two old party tickets, 
but to make one of the old parties theirs.” * 

This organization was launched in 1915 in the state of 
North Dakota. It was founded and operated primarily by 
socialists, although its membership in the main consisted of 
non-socialists, namely, farmers. Such leaders as A. C. Bowen, 
A. C. Townley, C. E. Russell, F. B. Wood, W. T. Mills, D. C. 
Coats, Arthur LeSuens, L. J. Frazier, and William Lernke 
were among the most prominent men in the affairs of the 
League. 

The leaders used automobiles, newspapers, cartoons, aero- 
planes, and the primary as tools to secure paid memberships 
in the organization. The theory seemed to be that a paid 
membership would be a more effective, a more loyal, member- 
ship. That it is a more effective membership can hardly be 
denied. For with ample funds, obtained through paid mem- 
berships, the League issued more effective propaganda than it 
could otherwise do with no funds. That the membership, 
when purchased by members, made for loyalty is based on the 
supposition that people seem to be more interested in organiza- 
tions for which they spend money than in associations for 
which they advance no funds. 

With these theories in view, the leaders went about the 
state getting the farmers to join their organization. At first, 
a member paid $2.50 for a year’s membership in the League. 
This membership fee, however, was later raised to $6.00 and 
$9.00 respectively. These fees were relatively high, but 
despite their highness in price many people joined the League. 
In the spring of 1920, it was estimated that the Non-Partisan 
League of North Dakota had a membership of 50,000, and 
that the National Non-Partisan League probably had 230,000 
members. 


1B. H. Hibbard, The Marketing of Agricultural Products, p. 353. 
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Territorial Expansion 


While the Non-Partisan League had its birth in North 
Dakota, it rapidly spread into other states of the Northwest. 
By 1920 it had a complete or a partial foothold in North 
Dakota, Minnesota, Wisconsin, South Dakota, Idaho, Mon- 
tana, Washington, Nebraska, Kansas, Iowa, Oklahoma, Colo- 
rado, Texas, and Oregon. In passing, it is rather interesting 
to note that a large part of this territory is the district in 
which the Farmers’ Alliance, the Grange, the American Society 
of Equity, and the Farmers’ Educational and Codperative 
Union of America scored marked successes. This can probably 
be accounted for by the fact that these states are among our 
great agricultural states and that the marketing and credit 
systems are similar in them, and that the people in them are 
affected similarly by adversity and prosperity. 


Objectives 


The Non-Partisan League hoped to control the machinery 
of the state with a view of establishing, among other things: 


1. State-owned flour mills, grain elevators, cold and common 

storage plants, banks, stores, and packing houses 

State grain, and grain dockage inspection 

State insurance 

. State laws, regulating more favorably for farmers and laborers, 
such things as railway rates, taxation, wages and eoal mine 
inspection 
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Practically all these aims have been stated as the objectives 
of other organizations. In fact, socialistic literature is replete 
with these doctrines. So it is small wonder that the Non- 
Partisan League advocates such extensive state-owned and 
operated enterprises inasmuch as the prime leaders of the 
movement are socialists. ‘That these leaders were able to 
capture such a large following can be accounted for by the 
straitened circumstances in which the farmers of this region 
found themselves, and by the further fact that other farm 
organizations have, in a smaller degree, advocated similar 


purposes. 
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Legislation Inspired by the League 


It is a fact worthy of notice that the legislatures of North 
Dakota in 1917 and 1919 were markedly successful in passing 
laws that paralleled the objectives of the Non-Partisan League. 
At this time, the Non-Partisan League had captured the state 
of North Dakota almost completely. Its legislators, there- 
fore, at once began to legislate in the direction of state owner- 
ship of industry. 

Among the laws of 1917 that were passed are these: (1) A 
grain-inspection law which tended to bring the grain elevators 
under state control. (2) A farmers’ codperative law, which 
was more favorable to farmers wishing codperation. (3) A 
law that guaranteed bank deposits, which was purposed to 
prevent depositors from losing money in case of bank failures. 
(4) A law establishing a dairy commission that was to pub- 
lish information relative to dairying and to punish unfair 
traders. (5) An inheritance law that placed a tax of 15 per 
cent on large estates. (6) A law establishing a state welfare 
commission that would look after welfare problems. (7) A 
law that provided for a highway commission. (8) A law that 
compelled railroad companies to furnish cars to all shippers 
alike, side tracks to coal mines, sites to warehouses and ele- 
vators on the companies’ right of way, and compelled the 
companies to pay their employees monthly. (9) A law that 
provided for compensation for innocent prisoners. (10) A law 
that reduced tax assessments on farm improvements to 5 per 
cent of their actual value. (11) Finally, a law that taxed 
motor-vehicles according to size. 

In 1919 the Non-Partisan League continued its legislative 
program; and the laws passed included these: 


1. A law that established the Bank of North Dakota. This 
bank was empowered to receive deposits, was given the custody of 
all public funds, and was authorized to make loans on proper 
security 

2. A law that provided for the total exemption from assessment 
of all structures and improvements on agricultural lands and partial 
exemptions for tools, implements, and equipment on the farms, 
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household goods, clothing and personal effects of countrymen and 
townsmen 
. A law that established a state hail insurance system 
. A law that provided for an industrial commission 
. An amendment to the grain inspection law 
An income tax law 
. An absent voters’ law 
A minimum wage law for industrial employees 
; A law that established the eight-hour day for women outside 
of agriculture 
10. A law that provided for lower freight rates 
11. A law that placed a limit on the number of certain news- 
papers 


CO OONID rp ww 


Difficulties in Carrying Out the Program 


The list of objectives and legislative laws of the Non- 
Partisan League, as is readily seen, is large and its items are 
varied. In its endeavors to carry out such programs, it was 
naturally confronted with difficulties. The obstacles are of 
a political and economic nature. 

In the first place, the leaders of the movement attempted to 
operate in states, the composition of which was not so much 
agricultural as was North Dakota. As a consequence, the 
leaders attempted to marry their organization to the labor 
movement. In instances, they partially succeeded in the 
matrimonial ceremony, but they generally failed because of 
the diverse interests of farmers and laborers. While the Non- 
Partisan League tried to show that the interests of the farmer 
and laborer were common, alike, yet when it came to legislat- 
ing on the eight-hour day, the minimum wage law, the inter- 
ests of these honorable members of society were obviously far 
apart, quite dissimilar. In short many of the farmers’ inter- 
ests are the interests of the capitalist. Unlike interests were, 
therefore, a thorn in the side of the Non-Partisan League and 
this thorn prevented it from getting a permanent foothold in 
relatively nonagricultural states. 

A second difficulty was disloyalty in politics. It seemed as 
if the leaders in certain cases preached against the autocracy 
of capitalism, but once these leaders secured the reins of 
government they drove, like Cromwell, decidedly as autocrats. 
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They favored economic institutions that favored the Non- 
Partisan League. They favored politicians, some of whom 
were none too efficient, simply because they sympathized with 
the League. As a result discrimination in high and low offices 
was at times practiced. They manipulated the primary law 
in favor of the League. Needless to say, such tactics brought 
down a volley of adverse criticism on the heads of the order. 
To hold office under such fire is no easy task—this the Non- 
Partisan League’s officers have discovered. 

Still another difficulty that faced the League was ineffi- 
cient management in some of its economic enterprises. It was 
claimed, and with some justification, that the Bank of North 
Dakota existed for political purposes rather than for economic 
ends. In 1920, the bank was unable to dispose of its $2,000,000 
bond issue. And even before this it was alleged that the affairs 
of the bank were in a poor condition. It seems that no com- 
petent auditor was legally entitled to investigate the liabilities 
of this state institution, although he could audit the assets. 
When the law was later changed so that an audit of the 
bank’s liabilities and assets was legally permissible, it was 
found that the financial condition of the bank was none too 
healthy. This incompetency contributed to the decline of the 
League. 

In the case of the Equity packing plant at Fargo, difficul- 
ties also arose. In 1920 it was reported that this plant which 
was capitalized at $3,000,000 sustained losses totaling over 
$700,000. Some students believe the plant never should have 
been established originally. They give as their reason an an- 
swer to a question, put to an officer of Armour and Company. 
This official was asked “if a packing plant would pay in the 
State of North Dakota?” 

His reply was: “If it would, Armour and Company would 
have built one there long ago.”? Such a reason, however, 
is superficial, to say the least. Is it not probable that Armour 
and Company could make relatively greater profits by estab- 
lishing plants elsewhere, although it might make a profit in 
Pane LUNE Ae NLA AON NEM RECN GRAS LETH 


2A. A. Bruce, Non-Partisan League, p. 269. 
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North Dakota? Is it not likewise possible that Armour and 
Company knew that it would get a part of the business origi- 
nating in North Dakota without putting a plant there? Is 
it not equally plausible that an official of a company that com- 
peted, even if but partially, with another company would 
speak disparagingly of his competitor? A scientific survey 
would be the best way to determine whether or not a packing 
plant should or should not have been established at Fargo. 

Similarly, other economic enterprises. faced obstacles in’ 
North Dakota. In 1920, only $60,000 of the $2,000,000 bond 
issue for the construction of a state terminal elevator had 
been sold. It was this issue referred to in a foregoing para- 
graph which the state bank tried to sell. Another example 
that may be cited in this connection is the League’s small mill. 
In 1920 it was estimated that this enterprise was operated at 
a loss of $20,000 annually. 


_ Conclusion 


The Non-Partisan League was at its height along about 
1920. Since that time it has been declining in importance, 
until now it is practically shattered to pieces. This decline 
has been the result of many factors. 

In the first place, it could not find as congenial soil in which 
to grow in many states as in North Dakota. An analysis of 
the nature of the population of North Dakota will largely 
demonstrate this view. In that state 13.6 per cent of the 
population live in communities of under 2,500, and 53.4 per 
cent live in the open country. The state is distinctly 
agricultural. There are few states so agricultural in composi- 
tion as it. Hence when the League began to spread in states 
having a large industrial population interests clashed. When 
the leaders of the movement tried to tell the membership that 
the farmers and laborers were one in interest it did not work. 
And it did not work because it was and is not true. Perhaps 
the farmers have more interests in common with capitalists 
than with laborers. Indeed, some farmers may even be classi- 
fied as capitalists. 

A second reason for the decline of the League is undoubtedly 
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the opposition it had ‘within and without its ranks. Some 
members of the League could not agree with the socialistic 
and autocratic policies of its managers and they revolted and 
fought the organization. Moreover, the old political parties 
in some states became duly alarmed at the League’s progress 
and set themselves rigidly against it. Considerable money 
and labor from the outside helped effectively to turn progress 
into decline. p 

A third reason for its decadence may be summed up in its 
economic failures. The agricultural depression, as well as 
poor management in certain instances, had much to do with 
these failures. Perhaps, under more favorable circumstances, 
the League would have succeeded better with its state-owned 
undertakings. At any rate they were interesting experiments 
and only by experimenting in state-owned concerns can we 
decide on their value. For if we are stripped of our economic 
prejudices, and come out in the open field of objectiveness 
with an attitude of disinterestedness, we must conclude that 
no one knows just how far the state should go in a program 
of state ownership and operation of industries. The trial and 
error method is one way to discover the length to which a 
state may go along this line. Perhaps this method is superior 
to that of theorizing in the fertile fields of prejudices. 

While a portion of the League’s legislation is unsound, a 
good fraction of it is sound economically, and will undoubtedly 
stand the test of time. However, it is believed that many of 
the objectives of the League can be attained with less diffi- 
culty by the American Society of Equity and similar organiza- 
tions. Aside from organizing themselves, the leaders of the 
movement can therefore hardly hope to extend their operations 
successfully in many states, partly because of the clashing of 
dissimilar interests, and partly because of the competition of 
the Farmers’ Union, the farm bureau, and the Equity. 

The activities of the League, however, have in a measure 
created a more intense desire in the minds of farm leaders 
to do more for the farmers’ welfare. The activities of the 
League have frightened the old political parties so that they 
lend an ear a little more readily to the farmers’ cry for help. 
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The activities of the League have frightened the Chambers of 
Commerce so that they, too, are making greater efforts now 
than ever before to understand and help the farmer. The 
American public, as well as specialized interests, is also in- 
debted to the League for pointing out some of the defects of 
our marketing and financing system in certain places. Alto- 
gether this movement is an interesting experiment having its 
-merits as well as its demerits, but definitely limited in what 
it may do. No one need fear that it is a forerunner of 
socialism if he but considers its economic limitations. 


QUESTIONS AND PROBLEMS 


1. What conditions in North Dakota were conducive to the 
spread of radical ideas about the time the Non-Partisan League 
was founded? 

2. How was the Non-Partisan League connected with socialistic 
doctrines? 

3. In what way was the banking legislation of the Non-Partisan 

League defective? 

Do you think the organizers of the Non-Partisan League 

exacted too large membership fees? Why? 

Do you think the Non-Partisan League could get a strong 

foothold in industrial states? Why? 

How far should the state go in owning and operating business 

enterprises? 

Were the business men largely responsible for the origin and 

development of the Non-Partisan League? Why? 

Pick out. the sound laws passed by the legislatures controlled 

by members of the Non-Partisan League. 

Did the opposition to the Non-Partisan League hinder or 

help the spread of the order? Why? 
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CHAPTER XXX 


PROBLEMS AND PROGRAMS OF GENERAL FARMERS’ 
ORGANIZATIONS 


Criticisms of General Farmers’ Organizations 


It is the opinion of some farmers, as well as of some business 
men that all general farmers’ organizations like the Grange, 
the Farmers’ Union, and the farm bureau, should be abol- 
ished. They hold that all codperative effort should be based 
on the commodity line in selling and on distinct codperative 
units in buying. That is, if the farmers really want to be 
successful in the codperative marketing of cheese, let them 
establish cheese factories; if in the codperative sale of vege- 
tables, let them set up distinct codperative concerns that sell 
vegetables; and if in the codperative shipment of livestock, 
let them organize definite codperative livestock shipping asso- 
ciations. If the farmers really desire successful codperative 
buying, let them establish codperative stores, exchanges, or co- 
operative buying units in their codperative marketing asso- 
ciations like the California citrus fruit growers. 

It is asserted that there is no need for general organizations 
that attempt to act along these lines. It is pointed out that 
direct action is best. It is alleged that these general farmers’ 
organizations do not understand specific codperative problems 
and that they should, therefore, be eliminated. 

Equally emphatic are the critics when it comes to the social 
and educational functions of these general organizations. 
There are sufficient lodges, clubs, and the like in existence, 
they say, to more than supply the needs of the farmers for 
social intercourse. And the education of the farmers is being 
amply provided for, it is said, by the public schools, and the 
extension divisions of agricultural colleges as well as by the 
United States Department of Agriculture. 
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These functionaries, it is pointed out, supply the farmers 
with facts, not superstitions, as the general farmers’ organiza- 
tions do. These functionaries, it is alleged, make literature 
attractive, dress it up so that farmers can comprehend it, 
whereas general farmers’ organizations make agricultural 
literature dull, unattractive, so that farmers cannot compre- 
hend its value even when they make an effort to do so. 

Again, the critics declare that the general farmers’ organiza- 
tions have advised starting codperative associations that were 
foredoomed to fail because conditions were not ripe for the 
establishment of them. These critics refer in glowing language 
to such failures as the Meat Packing Plant at LaCrosse, 
Wisconsin, that was fathered by the Equity Society, specific 
cooperative stores mothered by the Grange and Farmers’ 
Union, the United States Grain Growers, Inc., fathered by 
the American Farm Bureau Federation, and the like. They 
maintain that greater blunders could hardly be made. This 
being true, eliminate, they say, all general farmers’ organiza- 
tions for to maintain them is to waste money, time, and 
energy. 

Politically, these critics argue that general farmers’ or- 
ganizations have done more harm than good. Look, they 
exclaim, how the recent farm bloc destroyed unity of action 
on the part of the Grand Old Republican Party! Look! 
they shout, how the farmers were led amuck by the Farmers’ 
Alliance! Look! they declare, how Congress through the fear 
of the Granger movement was led to pass that absurd law that 
gave congressmen the opportunity to advertise themselves by 
distributing free seeds to farmers, their constituents. “Some 
of these foolish associations of farmers have killed themselves 
temporarily and permanently,” they say, “and would to God 
that all of them had been killed!” “Speed the day,” said one 
critic, “when all these absurd organizations will be sleeping 
quietly under the sod.” 


Possibility of Union into One Body 


Another class of critics confidentially admit that in the past 
general farmers’ organizations have rendered distinct service 
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to farmers, if not to the nation at large. These critics say 
that these organizations, while they have made blunders in 
starting some codperative associations, in duplicating the work 
of lodges, schools, and clubs along social and educational lines, 
and in entering politics at times, nevertheless in the main the 
economic, social, educational, and political services which they 
have rendered far outweigh the results of their blunders. For 
these services, the general farmers’ organizations should be 
given great credit, it is maintained. In fact, some critics 
actually give all the credit for our successful codperative asso- 
ciations to these general farmers’ organizations. 

But at this point the line is drawn. Now, it is alleged, we 
have too many duplicating general farmers’ organizations. 
Such critics point out that the farm bureau largely duplicates 
the work of the Grange and the Farmers’ Union in certain 
states, and the work of the Gleaners and the Equity in other 
states. Such duplication is a loss of money, effort, and 
prestige, it is alleged. To overcome this wastage of money 
and effort, to eliminate the friction involved, these critics ad- 
vocate the merging of all general farmers’ organizations into 
one body. Such an organization, they go on to say, would be 
able to speak for the farmers as a class. 

If it be admitted that certain advantages would accrue if 
all farmers’ organizations were to merge into one, there are 
obstacles that are practically insurmountable that would ac- 
company such an effort. In the first place, the leaders of 
each organization would stubbornly fight such a plan; they 
do not want to be unhorsed -and they will not be unhorsed 
without a tremendous fight. Quite true the officers of the 
Grange will magnanimously say, “We shall be glad to have 
the members of the Farmers’ Union come into the Grange.” 
With similar show of altruism, the officers of the Farmers’ 
Union say, “We shall be happy to have the members of the 
Grange join our ranks.” But that is as far as it goes or is 
likely to go. 

Another objection to inviting all farmers into one large 
organization is their conflicting interests. To exemplify: it 
is to the interests of the apple growers on the Pacific coast to 
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procure low freight rates to the East, but it is not to the 
interest of their competitors in the Middle West or on the 
Atlantic coast. It is to the interest of the California and 
Florida orange growers to have a high protective tariff on 
oranges, but not to the interest of farmers who consume these 
products. It would be a real advantage for the raisin growers 
of California to monopolize the raisin supply and set high 
_ prices on raisins, but such action would be a genuine disad- 
vantage to farmers who consume raisins. Obviously, it is 
advantageous for the prune growers to get consumers to sub- 
_ stitute prunes for all other fruits, but obviously it is disad- 
vantageous to the growers of other fruits. It is these real, 
conflicting interests among farmers that would prevent unified 
action along many lines. 

The attitude of some farmers toward different organizations 
also makes it almost impossible to unite all farmers under one 
banner. Some farmers would join the farm bureau who would 
not affiliate with the Grange or Farmers’ Union, because the 
latter organizations are more or less secret. Still other 
farmers would prefer the secret societies to the other type. 
Some farmers will join a new organization because they have 
faith in it—a faith that they have lost in the old organization. 
Some farmers prefer the Grange to the Equity because the 
former is more social than the latter. And thus their attitudes 
are partly reflected by their memberships in different societies. 
To change these different attitudes on the part of many 
farmers is to change the farmers almost completely. No little 
task, any one who has attempted a fusion will point out. As 
desirable, therefore, as a single, general farmers’ organization 
may be, the practical difficulties that would be encountered in 
merging all into one are so great that a rational mind would 


hardly attempt it at this time. 


Possibility of Federation for Specific Common Ends 


The discussion is now directed toward a possibility—if not 
a probability—when we consider the desirability of federating 
all farmers’ organizations for action on common objectives. 
While it is admitted that farmers have many conflicting inter- 
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ests on which they could never unite, it is believed that they 
have some common interests on which united action is feasible, 
desirable, advantageous. 

It is a well-known fact among students of the tariff question 
that protection in this country has favored the manufacturers 
as a class far more than the farmers as a class. If general 
farmers’ organizations were to unite on this issue, the tariff 
might be manipulated so as to give more favorable considera- 
tion to farmers, and less to manufacturers. And it might be 
so worked out that the consumer would suffer no more than 
he does at present. At any rate, such action is within the 
range of possibility. 

Farmers may also advantageously unite for a reduction of 
the tax rate on real estate. Studies made by Professor R. T. 
Ely and others certainly have led the critical economist to 
believe that real property is at present bearing too heavy a tax. 

A third line of action for farmers might be in the credit 
field. There can be little doubt expressed over the advisability 
of the establishment of Federal land, and joint-stock land, and 
intermediate credit banks so far as farmers as a class are con- 
cerned. Likewise modifications to these laws might be made 
in the interest of practically all farmers. Still another field 
for united action is marketing. That better state and Federal 
codperative marketing laws are desirable for farmers can 
hardly be questioned. Herein then lies still another common 
interest to bring all general farmers’ organizations together. 

These examples will likely suffice to show why general 
farmers’ organizations might unite to advantage for certain 
ends. This unification of action might be brought about by 
establishing an effective general farmers’ council in which 
every general farmers’ organization would be represented. The 
author sees no sound reason why such action could not be 
taken, and he has cited a number of important reasons why 
it should occur. Moreover, retailers are competitors, have 
their conflicting interests, but yet organize in order to promote 
their common interests; so also do wholesalers, manufacturers, 
and bankers. If the farmers’ general organizations were to 
do likewise, undoubtedly marked benefits would ensue. 
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Programs of Individual General Organizations 


General farmers’ organizations have individual problems 
which require separate action, and to solve these difficulties 
various programs have been followed. Sometimes the pro- 
grams, as has already been shown in previous chapters, have 
been defective and have consequently wrecked the organiza- 
_ tion or have come close to doing so. An effort, therefore, will 
be made to discuss the length to which general farmers’ 
organizations may go along economic, political, educational, 
and social lines in their endeavors to aid farmers. 


Economic Programs 


General farmers’ organizations have engaged directly in 
business, manufacturing, marketing, and buying. Such ac- 
tivities, however, have frequently been attended with failures. 
One very good reason for the lack of success is that the general 
farmers’ organizations are made up of farmers having diversi- 
fied interests. Thus when a society engaged in marketing 
grain the livestock members were uninterested, or when an 
association took up the task of selling vegetables the fruit 
men lost enthusiasm. Another reason why so many general 
farmers’ organizations have failed in scoring success by direct | 
business action lies in the fact that the officers were neither 
experienced nor trained sufficiently along business lines. For 
these reasons, and others, then, a general farmers’ organiza- 
tion will be working with endowed wisdom if it steers clear 
of direct business action. It may strike more telling blows 
in other ways. 

One manner in which a general farmers’ organization may 
aid, and has aided farmers economically, is by surveying the 
conditions and people prior to organizing a codperative asso- 
ciation. That a survey of general business conditions in a 
community contemplating the establishment of a codperative 
concern should be made before it is organized is certain. Many 
codperative associations that are lying quietly in their graves 
might never have been launched if a careful survey of the 
people and their business had been made before the organiza- 
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tions were established. It is the opinion of some unbiased co- 
operative organizers that they advise as many communities 
not to start codperative enterprises as they encourage com- 
munities to engage in codperation. Here lies a fruitful field 
for the general farmers’ organization. But a note of warning 
may not be out of place at this point. Each general farmers’ 
organization should make sure that it has a man with the 
ability to make such survey, otherwise blunders like the 
LaCrosse Meat Packing Case will be repeated. Once the 
survey is made disclosing the desirability of launching a co- 
operative association in a given district, the general farmers’ 
organization may again be of service. It may take part in 
the organization program. That this line of action js fitting 
is shown by the successful efforts of general farmers’ organiza- 
tions in the past. Perhaps this type of organization has ren- 
dered greater service in this respect than in any other economic 
activity. Codperative history is replete with specific instances 
where the general farmers’ organization has been markedly 
successful in organizing codperative associations. 

It is one thing, however, to launch a codperative concern 
and it is quite another thing to keep it going after it has been 
established. Of the two problems, the latter is far the more 
difficult. The general farmers’ organization may lend a hand 
in surmounting this second obstacle. While it may not par- 
ticipate very directly in the business to advantage, it may in- 
directly help to advantage. It may keep a list of accountants, 
lawyers, and technical business experts who are worth while 
and from these the codperative concern may choose an adviser 
from time to time as the exigency demands. It may make an 
investigation into the affairs of the codperative company and 
thereby be of indirect aid. To illustrate this second activity, 
the Oregon Farmers’ Union investigated the prices prune 
growers received for their product from private concerns and 
from the Oregon codperative and made a rather telling com- 
parison of the results. The general farmers’ organization may 
make similar effective investigations. 

In the third place, the general organization may have a 
member represent it on the board of directors of the codpera- 
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tive association. While such member would not have a 
weighty voice in the business affairs of the codperative, he 
might be able to offer some timely advice occasionally and 
he might act as a link between the parent organization and 
its offspring and in a general way represent the public. Some 
cooperative marketing associations find it very desirable to 
have a representative from the general organization for these 
purposes. 


Political Programs 


General farmers’ organizations have had many and varied 
political programs, ranging all the way from putting out a 
national ticket to merely passing resolutions of a political 
nature. That general farmers’ organizations should go into 
politics is hardly questioned by any careful economic student. 
But there are divergent views in respect to just how far the 
organization is safe in going into the political area. One way 
to answer this question is to consult history. Historical re- 
search discloses the fact that farmers have never been able to 
succeed in launching a political party even when they have 
endeavored to codperate with laborers. The Farmers’ Alliance 
is an excellent example of why farmers should not organize 
a national party. To what length, then, may farmers 
wisely go? 

If history, again, is carefully followed, one may be wisely 
guided. Farmers’ organizations have repeatedly lobbied at 
state legislatures and have, at times, been singularly successful 
in having some bills defeated and others passed. The Grange, 
the Farmers’ Union, and the farm bureau have a significant 
record in lobbying here and there. 

In initiating bills, general farmers’ organizations have also 
partially succeeded in states that have the initiative and refer- 
endum. This is especially true of Oregon, particularly when 
the Grange and Farmers’ Union have been fortunate enough 
to get the State Federation of Labor to codperate with them. 

A third political device that the general farmers’ organiza- 
tion may employ relates to the selection of individual candi- 
dates for political office. At times, a farmers’ organization 
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may do well to work for or against political nominees. By so 
doing, the farmers may tend to secure a better representation 
in the various legislatures. Some European associations of 
farmers particularly have been signally helpful to farmers in 
this way. However, this action must be taken with due care, 
or the general organization will be disrupted. 


Educational Programs 


Practically all general farmers’ organizations have en- 
deavored to educate their membership, but much yet remains 
to be done. If the general organization could find effective 
means of educating its members on the principles of marketing 
products codperatively, the codperative movement would 
progress more in ten years than it has progressed in the past 
fifty. Efforts thus far put forth, however, have mainly con- 
sisted in recommending certain literature to the membership, 
of getting an occasional expert in codperation to lecture to 
the membership, of discussing codperation in general at spe- 
cially called meetings, and of publishing a codperative organ.t 

While these efforts have been partially successful in giving 
a general idea of codperation to the membership, they have 
left much to be done. It is safe to point out that the average 
farmer cannot give the distinguishing characteristics of a co- 
operative society, that the average farmer does not know how 
far codperation has gone in any one field, and that the aver- 
age farmer cannot give the commonplace causes of failures in 
cooperation nor the commonplace causes of success. Every 
farmer, however, should be at least conversant in all these 
matters. 

General farmers’ organizations could educate their member- 
ship along codperative lines more effectively than they are 
doing if they were to overhaul their organs, put them in the 
hands of well-trained newspaper men, if they were to appoint 
expert teachers to institute classes in different locals, and if 
they would employ more able lecturers to talk to the locals 
regularly. If the membership could be taught what is already 
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known about codperation in such a way that they could com- 
prehend it, the codperative movement undoubtedly would go 
ahead by leaps and bounds. Of course, such methods cost 
money, but the money it is believed would be well spent, 
would pay handsome dividends. 

Another way to promote education in codperation consists 
of codperative scholarships. The English Codperative Union 
offers a number of scholarships in various schools in England. 
Our general farmers’ organizations may find it worth while to 
do likewise. Such scholarships could be offered in colleges 
and universities to advantage. Still another means to the 
same end—education—may be to exhibit the products of co- 
operatives at fairs and shows. 

In similar ways, general farmers’ organizations might edu- 
cate their members and others along other economic lines. 
The real reason why the author specifies economic lines is that 
he believes farmers are in greater need of knowledge in these 
fields than in any other. They have been taught more and 
longer about production than the business side of marketing, 
taxation, and organization. It is here that the farmer is at 
sea without a rudder. 


Social Programs 


Some farmers’ organizations have built up rich social fields 
in certain sections of the United States, while other farmers’ 
organizations have left to other agencies almost entirely the 
cultivation of the social fields. At a time when the churches 
in the country are crumbling, being deserted, there is greater 
need for social intercourse among farmers than ever before. 
One way to provide such intercourse is for the general farmers’ 
organization to erect or purchase social buildings, and put on 
cultural programs and the like for its members. 

The Grange has done much in these matters. It holds 
picnics, debates, fairs, and the like. It puts on musical and 
cultural programs, drawing from the outside and from its own 
membership. Such activities indirectly aid the codperative 
marketing movement as well as enriching the lives of farmers. 
The mere getting together frequently promotes good will, a 
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spirit of codperation in any and all lines of endeavor. All 
general farmers’ organizations have a real, social duty to 
perform. 


Conclusion 


General farmers’ organizations have apparently justified 
themselves among the farmers of this country. However, 
they can function more usefully than they do at present. They 
may advantageously form a council to advance the general 
interests of farmers. They may advantageously continue in 
certain economic fields: (1) they can fittingly make surveys 
prior to establishing specific codperatives; (2) they can prop- 
erly help organize codperatives; and (3) they can indirectly 
help keep the wheels of codperatives turning through advisory 
means. 

Politically such organizations may (1) lobby at legisla- 
tures; (2) initiate bills in states where the initiative and 
referendum are in vogue; (3) and possibly take decided stands 
on the election of political candidates. Beyond these lengths, 
it is dangerous for general farmers’ organizations to run on 
the gridiron of politics. ; 

Educationally, general farmers’ organizations have tried to 
educate farmers in codperation through official organs, through 
lectures, and through discussion. Some headway has been 
made, but more could possibly be accomplished by scientific 
methods of presenting subject matter. Specialists may be able 
to further education more rapidly and effectively in this field. 

Socially, a few general farmers’ organizations like the 
Grange have done exceptionally well. The others might do 
equally well were they to follow such examples as that given 
by the Patrons of Husbandry. 

We have now discussed somewhat fully business codpera- 
tives, general farmers’ organizations, and many of the vital 
problems connected with these concerns. Quite as interesting 
and quite as important as the foregoing discussions is our con- 
clusion. This conclusion, found in Part IV, is divided into two 
divisions: first, the Principles of Codperation which have been 
worked out by codperatives; and secondly, the Progress of the 
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Codperative Movement. The next chapter will deal with the 
Principles of Coéperation. 
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QUESTIONS AND PROBLEMS 


State the alleged arguments for abolishing all general farmers’ 
organizations. 

What are the obstacles in the way of uniting all general 
farmers’ organizations into one unit? 

Would it be desirable to federate all general farmers’ organiza- 
tions for specific ends? Why? 

Why have general farmers’ organizations often failed when 
they engaged directly in some one line of business? 

To what extent should general farmers’ organizations engage 
in business? 

To what extent should general farmers’ organizations engage 
in politics? 

How may general farmers’ organizations improve their edu- 
cational programs? 

Discuss the social programs of general farmers’ organizations. 
Report on the progress made in the last three years by some 
state Grange. For data to make up your report, examine the 
Proceedings of the Grange and its other publications. 


PART IV 


CONCLUSION 
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CHAPTER XXXI 
PRINCIPLES OF SUCCESSFUL COOPERATIVE MARKETING 
Fundamental Need | 


In their efforts to obtain results, codperative marketing 
associations that have been successful seem to have worked 
out, and to have followed, certain principles of codperation. 
Among these fundamentals of success might be mentioned 
that a real need for each successful codperative existed before 
it was organized. 

The codperative grain elevators had a mission to perform 
in ridding the trade of abuses, such as short weights and 
measures, unjustified dockage, and inaccurate grading. 
Orange and lemon growers felt the need of expanding the 
demand for citrus fruits so that it would keep pace with the 
ever-growing supply of these products. They therefore or- 
ganized themselves into codperatives. Tillamook cheese pro- 
ducers were handicapped for the want of markets, and they 
formed a codperative partly with the hope of widening their 
outlets for Tillamook cheese. Many potato growers felt 
the need of standardization and established associations, 
partly with a view to solving this problem. Certain wool 
growers thought that their wool should be sold on the basis 
of grades, and they formed wool pools in order to turn this 
thought into action. Tobacco and cotton growers organ- 
ized for many purposes, but a desire for more adequate 
storage space was one of the needs that promoted codpera- 
tion among them. 

Very likely every successful codperative association in ex- 
istence had a genuine need for its origin, Perhaps it wanted 
to do something that was not being done at the time it was 
organized. Perhaps it wanted to do something better than 
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what was being done at the time it was formed. Perhaps 
it wanted to do something at less expense than was being 
incurred at the time it was established. Perhaps it wanted 
to take over a margin that was being exacted by a middle- 
man at the time the association was founded. Or it may be 
that the needs were many and varied that prompted each 
group of producers to organize codperatively. Be that as it 
may, one thing appears certain—a fundamental need existed 
before any codperative became successful. 


Specialized Business 


While a need for codperative marketing may have been 
apparent, this need alone has never made a codperative con- 
cern successful, other things have been quite as necessary as 
need. And among these factors might be catalogued spe- 
cialized business. The associations that have carried on a 
diversified business, and succeeded have indeed been few in 
number, so few, in fact, that they are negligible. But the co- 
operatives that have confined themselves to specialized lines 
and succeeded are numerous. The student has only to call 
to mind the efforts at codperation in dairying, grain, fruit, 
vegetable, and egg marketing to substantiate the point that 
a cooperative business that is specialized has a better chance 
to succeed, other things being equally favorable, than one 
that is diversified. . 

Perhaps about the only exception to this rule would be 
in the case of a national sales agency. The Federated Fruit 
and Vegetable Growers, Inc., has a rather diversified business 
in fruits and vegetables; and it seems to be making genuine 
progress. The two main arguments for its success are large 
volumes of business and ability to keep its representatives 
busy all the year round by offering fruits and vegetables 
continuously to the trade, as the seasons for these various 
products come and go. Very likely a smaller association 
would fail, because of such a diversified business. Mainly 
because of too great a variety of products handled, the Ore- 
gon Growers’ Codperative Association collapsed. Other co- 
operatives likewise have failed partly because of the lack 
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of specialization. It is therefore believed that specialization 


in codperation is a contributing cause of success in this 
field. 


Sufficient Volume of Business 


Another prerequisite of success in codperation appears to 


_be a sufficient volume of business to make for efficient man- 


agement. While the law of diminishing returns operates in 
cooperative associations that become too large, it has had 
little chance to operate in associations in this country. In 
fact, very few, if any, codperatives have become large enough 
for this law to function. 

On the other hand, many associations have failed mainly 
because of the want of an adequate volume of trade to in- 
sure success. Numerous creameries organized by profes- 
sional promoters have gone to the wall largely because of 
the want of business. In 1916, many egg circles closed out in 
Oregon mainly because of insufficient business volume. Other 


examples could be cited but suffice it to say that an ade- 


quate volume of trade is as essential to the success of a 
cooperative as a sufficient quantity of food is essential to the 
life of man. One effective method to insure a sufficient vol- 
ume of business for any association is through the long-time 
contract now so commonly in use. 


Democratic Control 


At the present time there are two comparatively large 
types of coéperative organizations that seem to be success- 
ful—the central and the federation. But each type has been 
endeavoring to establish and maintain democratic control. 
The experiences of codperatives seem to make this control a 
fundamental to success. 

Whenever an association has failed to catch and hold fast 
the interest of the active membership, it has usually failed. 
To retain such interest codperatives have usually given the 
members considerable authority in the business. Local con- 
tact points, or units, in which the growers are in control 
seem thus far to be the best method of insuring codperative 
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democracy. Voting on the basis of business furnished by 
the members is another way to keep such control intact. 
Still another means is through the one-vote-to-the-member 
plan. And a final scheme is through limited stock holdings, 
and limited interest rates for capital furnished by the 
members. 


Spirit of Codperation 


It appears through a study of the experiences of codpera- 
tives that the members must have a true spirit of codpera- 
tion if they are to succeed in the business of working together 
for common ends. In those communities where the people 
attend the same churches, are interested in the same schools, 
and have a similar language and background, codperative con- 
cerns thrive best. This is to be expected, however, for the 
presence of racial, religious, and political differences tend to 
disrupt the local units. 


Efficient, Honest Management 


Perhaps as much upon the management as upon any other 
factor hinges the success or failure of codperatives—at. least 
experience would seem to bear that out. Now there are two 
parts to the management, the board of directors and the 
manager. It is the duty of the board of directors to deter- 
mine the general policies of the business, hire and fire the 
manager, and see that these policies are carried out. 

To accomplish these three objectives most effectively, a 
board of directors must be intelligent, must be fair minded, 
and must know their business. In selecting their board, the 
stockholders should bear these qualifications in mind. Re- 
lationship and friendship should give way to business ability 
and experience. This is true because nothing, excepting in- 
efficiency and dishonesty, casts greater reflection on the man- 
agement than the dissatisfied ery, “He is a relative or friend 
of the manager or of a director.” 

However efficient the directors are, they alone cannot run 
the business. A good, competent manager is essential. To 
procure such a man, the organization will generally have to 
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pay as much as a private firm gives for the performance 
of similar services. Indeed, it may require greater ability 
to manage a codperative than a private business, because 
the manager of the former usually has to please more people. 
That the directors secure an efficient, honest manager is, 
therefore, necessary if they expect success for their associa- 
tion. Experiences of codperatives amply prove this point. 


Proper Financing 


Proper financing is likewise essential to the success of a 
cooperative organization. In their efforts to finance asso- 
ciations, codperators have followed two principles. First, 
they have usually given capital merely the current rate of 
interest. Secondly, they have usually kept the control of 
the business in their own hands. 

Often codperators have secured financing funds by buying 
stocks in their associations and by borrowing money from 
outsiders on the basis of marketable produce. At times the 
members of a codperative society have been so poor that 
they have had to buy stock in their concern on the install- 
ment plan. In some cases the stock has gradually been paid 
for through deductions made from the proceeds of the mem- 
bers’ sales. In other instances the members of codperatives 
have paid for their stock from outside incomes. And in a 
few rare cases the installments have been paid out of co- 
operative dividends. 

In recent years, however, codperative associations have 
found it convenient to issue stocks to nonmembers. In these 
instances, the stock has usually been preferred, and non- 
voting. A provision has generally been made for the re- 
tirement of this preferred stock at the end of a specified 
period. 

Deductions from the proceeds of the sale of products have, 
as a rule, been made to build up a sinking fund to retire the 
preferred stock. In this manner the control of the business 
has been kept in the hands of the codperators, despite out- 
side financing. Control by codperators is very necessary, 
because if the control of the association were to slip to other 


448 COOPERATIVE MARKETING 


hands, the codperative would very likely be turned into a 
profit-making corporation and thereby defeat the very pur- 
pose for which the organization was founded. 


Proper Disposal of Codperative Income 


Past experiences show that there are wrong as well as right 
ways to distribute the earnings of a codperative. In some 
associations, large portions of the savings have flowed merely 
to a few individuals, who were anxiously waiting, skillfully 
scheming, cleverly executing their plans for a corporation. 
This has been particularly true when and where dividends 
were distributed on the basis of capital stock. In other co- 
operatives, tide water dividends have been prorated to mem- 
bers, even when capital was slowly but surely consumed. 
To other codperatives outside trade has been lost by the 
“hog” desire of the members to retain all the profits. Fi- 
nally, some associations have failed, because codperative in- 
terest grew pale through the want of educational funds. 
These are considered the wrong methods to distribute codp- 
erative earnings. 

The right method to distribute codperative earnings ap- 
pears to be: (1) to pay all the current expenses; (2) to pay 
capital the current rate of interest; (3) to set aside a de- 
preciation account; (4) to set aside other reserves as sinking 
and emergency funds; (5) to set aside an educational fund; 
and (6) to prorate the balance of the earnings to members, 
and sometimes to nonmembers, on the basis of the business 
each transacted in or with the codperative association. In 
cases where nonmembers participate in the dividends they 
usually receive half the rate paid to members. These are 
the methods the successful codperatives usually follow when 
they distribute their savings. 

The reasons given for such methods are these: A codpera- 
tive, like a private firm must first meet its operating expenses 
in order to continue business. Then it should give only the 
current rate of interest to capital because a codperative, un- 
like a private concern, does not exist for profit. Next, it 
should provide for depreciation, sinking, and emergency funds 
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because, like any private firm, its plant and its equipment, 
are subject to the destructive agencies of nature and man, 
and inevitably time will make them a worthless mass. Re- 
placements must be made by a depreciation account. Then, 
too, lean and fat years, and long-time debts make reserve 
funds desirable. Finally an educational fund is necessary to 
- promote and hold fast interest in the codperative. 

The balance of earnings is then prorated on the basis of 
business done with the codperative, because it is felt that 
this is a fairer method than to distribute savings on the basis 
of capital stock. Indeed, if there be any one characteristic 
that differentiates codperatives from other forms of business 
enterprise, it is the method of prorating dividends. Prorating 
its dividends on the basis of business done in or with the co- 
operative is the chief earmark of the association, distin- 
guishing it from other types of business undertakings. 


Keeping Members Informed about the Business 


The history of codperative marketing indicates that the 
members of a codperative concern must be kept informed 
about its business if it is to succeed. That is one purpose 
of the educational fund. It is used for picnics, lectures, 
demonstrations, programs, organs, and the like. The findings 
of a good certified auditor are also used for the same pur- 
pose as well as for other objectives. To err in this field is 
practically to sign the death warrant of the codperative, for 
the membership demand information, accurate and somewhat 
complete, on their business. And what is more, they are 
surely entitled to such information, for they are sometimes 
deeply involved financially in the concern, their codperative. 


Grouping of Local Units 


Experience has demonstrated the fact that little local co- 
operatives are greatly handicapped when they are working 
independently of one another. It has, therefore, been found 
very desirable, if not necessary, to organize locals into a 
big central or federation. By such federation or centraliza- 
tion, large-scale economies have been effected, duplications 
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in advertising and salesmanship have been ironed out, large- 
scale buying has been made practicable, transportation costs 
have been cut down, bargaining power has been strengthened, 
and more favorable legislation has been enacted. These 
gains have been shown by the Tillamook County Creamery 
Association, by the California Fruit Growers’ Exchange, and 
the Protective League, as well as by many other federated 
or centralized codperatives. 


Conclusion 


In summing up it may be pointed out that codperative as- 
sociations have followed, or have worked out, certain prin- 
ciples of codperation. These principles relate to the need 
of a codperative marketing association, to the type of busi- 
ness adapted to codperative undertakings, to the volume of 
business necessary, to the spirit of codperators, to the char- 
acter of the management, to the character of the codperative, 
to the disposal of the codperative income, to the keeping of 
the membership of a codperative informed as to its business, 
and to the grouping of local units. It is believed that these 
principles are worthy to be followed, if not in their entirety, 
at least in part, by codperatives that may be organized in 
the immediate future, as well as by codperatives that are 
now organized, and are now going concerns. The past ex- 
periences of codperatives, as traced throughout this book, lead 
the author to this conclusion. 


QUESTIONS AND PROBLEMS 


1. Why is need for a codperative association prerequisite to 
successful cooperation? 

2. If a specialized business is one essential to the success of a 
cooperative, how do you account for the success of the 
Federated Fruit and Vegetable Growers, Inc.? 

3. Determine the probable minimum size for a successful co- 
operative creamery; cheese factory; egg association; apple 
association. 

4, What is meant by democratic control in a codperative asso- 
ciation? 

5. How may coéperative spirit be developed? 
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6. 


7 
8. 
9. Why is it necessary for a codperative to keep its members 


10. 
di; 


12. 
13. 


14. 


Differentiate the duties of the board of directors of a co- 
operative concern from the duties of the general manager. 


. Why is proper financing essential to the success of a co- 


operative association? 
How should a codperative dispose of its income? 


constantly informed about the organization and its business? 
Some students have claimed that a codperative to be successful 
must be confined to a restricted area. Is this true or false? 
Why? 

Some students give one-vote-to-the-member as a principle of 
successful codperation. Do you think this is one of the funda- 
mentals of successful codperation? Why? 

Is pooling essential to successful codperative marketing? 
Why? 

To what extent have the Rochdale principles of codperation 
been modified in this country? 

Can you think of other principles of codperation that are 
not mentioned in the foregoing chapter? If so, what are 
they? 


CHAPTER XXXII 
PROGRESS OF THE COOPERATIVE MOVEMENT 


The progress of the codperative marketing movement in this 
country might be shown from a number of angles. First, the 
growth of the movement might be shown mathematically. 
This would involve a measurement of organizations, of mem- 
bership in organizations, and of volume of business. It would 
also include a measure of failures and a discussion of their 
causes. Secondly, the progress of the codperative movement 
might be reflected through economic results. Thirdly, through 
social and educational benefits. Fourthly, the progress of the 
movement might partly be shown by changes in the objectives 
of codperative marketing associations. 

In this chapter it is the purpose of the author to consider 
the progress of the codperative marketing movement from all 
the foregoing viewpoints. Following these discussions, an 
effort will then be made to point out the problems that await 
solution in order that further progress might be made in co- 
operative marketing. 


Quantitative Growth 


The codperative movement grew steadily but not rapidly 
up to 1915. Since 1915, however, the movement has grown 
by leaps and by bounds in the United States, as has been 
graphically shown by experts in the Federal Bureau of Agri- 
cultural Economics. This growth has been in number of 
organizations and in volume of business. In 1915 there were 
1,637 grain associations reporting to the United States Depart- 
ment of Agriculture as against 3,338 in 1925; in 1915 there 
were 1,708 dairy products associations as against 2,197 in 
1925; in 1915 there were 96 livestock associations as against 
1,770 in 1925; in 1915 there were 871 fruit and vegetable asso- 
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ciations as against 1,237 in 1925; in 1915 there were 213 cotton 
associations as against 121 in 1925; in 1915 there were 43 to- 
bacco associations as against 24 in 1925; and in 1915 all 
others reporting numbered 856 as against 2,116 in 1925. These 
figures show a tremendous increase in numbers in a decade and 
roughly measure the progress of the codperative marketing 
movement. 


Membership 


Equally as impressive as the comparison in growth of or- 
ganization numbers is the comparison of the growth in mem- 
bership in associations during the last decade. In 1915 there 
were 167,000 members of grain codperatives as against 520,000 
members in 1925; in 1915 there were 141,000 members of dairy 
products codperatives as against 460,000 in 1925; in 1915 
there were 18,000 members of cotton associations as against 
~ 300,000 in 1925; in 1915 there were 18,000 members of tobacco 
cooperatives as against 300,000 in 1925; in 1915 there were 
13,000 members of livestock codperatives as against 400,000 in 
1925; in 1915 there were 110,000 members of fruit and vege- 
table codperatives as against 180,000 in 1925; and in 1915 
there were 184,000 members in all other codperatives as 
against 540,060 in 1925. 

The figures on membership, unlike the figures on number 
of organizations, indicate a big growth in membership for all 
- elasses of organizations from 1915 to 1925. Even the cotton 
and tobacco organizations that registered a decrease in num- 
ber of organizations from 1915 to 1925 registered a tremendous 
increase in members in organizations from 1915 to 1925. This 
apparent discrepancy might be explained on the basis of 
amalgamation. In 1915 there were more cotton and tobacco 
associations than in 1925, but those of 1925 were much larger 
than those of 1915, 


Volume of Business 

Tt will now be interesting to note the growth in the volume 
of business of codperatives for the same decade as given by the 
United States Department of Agriculture. In 1915 grain co- 


454 COOPERATIVE MARKETING 


operatives did $290,000,000 worth of business, and in 1925 
they did $750,000,000 worth of business. For the same years 
other codperatives did the following business: fruit and vege- 
table associations, $202,000,000 and $280,000,000; dairy asso- 
ciations, $89,000,000 and $535,000,000; livestock associations, 
$6,000,000 and $320,000,000; tobacco associations, $6,000,000 
and $90,000,000; cotton associations, $2,000,000 and $150,- 
000,000; all others, $41,000,000 and $275,000,000. 

Thus from the standpoint of increase in number of co- 
operatives, in membership of codperatives, and in volume of 
business of codperatives, it may be said that the codperative 
marketing movement has grown rapidly for the last decade. 

However, such a study might merely reflect a growth in 
numbers, but no economic benefits. Of course a reply to this 
statement might be that it is impossible to fool so many people 
for so long a time. If the members of codperatives did not 
receive economic advantages, they would dissolve their asso- 
ciations, cease to work for larger concerns, and there would 
not, therefore, be such a growth as indicated. 

But this argument might be countered by the statement 
that millions of people are consistently fooled for generations. 
This fact has been demonstrated over and over again by the 
way people blindly follow superstitions. In fact, whole armies 
have virtually been annihilated because their leaders feared 
to go against superstitious beliefs. Indeed, it is altogether 
possible, yes, probable, to fool many people for an indefinite 
period. This being true, it is necessary to look for other 
measuring rods for the progress of the codperative marketing 
movement. Among these measuring rods might be economic 
results. If the movement is benefitting its members economi- 
cally, it may be making progress. About all these figures on 
growth show is a greater confidence being placed in the move- 
ment, and a greater opportunity for large-scale economies 
because of the increasing volume of business being done. 


Economic Results 


In the codperative movement are a great many codperative 
concerns that have been paying comparatively good dividends, 
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and relatively high prices to their members. The codperative 
grain elevators, for instance, have been paying substantial 
dividends for some time. The Tillamook County Creamery 
Association, for example, has been getting higher prices for 
its product than perhaps any other type of cheese factory. 
California Fruit Growers’ Exchange has likewise been ex- 
panding demand and profiting thereby over a period of years. 
_ But over against these successful codperatives may be placed 
a, number of failures in a great many lines. Fruit and vege- 
table codperatives, cotton and tobacco-organizations, dairy 
and poultry products associations, grain and codperative live- 
stock concerns, and buying societies have, here and there, been 
failing since the beginning of the codperative movement. The 
United States Department of Agriculture has compiled some 
figures on codperative failures. Of some 12,000 associations 
for which the department has data, 1,117 had gone out of 
business before the close of 1925. The death rate was 4 per 
cent for livestock associations, 8 per cent for grain associa- 
tions, 16 per cent for dairy products associations, 13 per cent 
for fruit and vegetable associations, 12 per cent for codpera- 
tives marketing miscellaneous products, and 14 per cent for 
stores and other purchasing associations. ‘These mortality 
rates seem relatively high. However, a great many private 
concerns failed simultaneously with the codperatives. In fact 
it has been said that the codperative mortality is no greater 
than the mortality of private companies. But even at that, 
too many associations have collapsed. 

There seems, nevertheless, to be progress despite these co- 
operative failures. This is true because there are a relatively 
great many successful codperative associations, which have 
been succeeding for a long time. Moreover, there is progress 
being made in studying the causes of failures. It is now 
known that inefficient management, inexperienced boards of 
directors, inadequate financing, inadequate volume of business, 
disloyalty, and competition are among the main causes for co- 
operative collapses. A knowledge of these pitfalls should re- 
duce the future rate of failures among associations. 

Economic results may also be viewed from the standpoint 
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of marketing services rendered. It will now be fitting to dis- 
cuss this phase of the subject briefly. 


Marketing Functions Performed by Codperatives 


A careful consideration of the foregoing chapters leads one 
to believe that many codperatives have made substantial 
progress in the performance of the marketing functions. Sav- 
ings have been recorded through codperative assembly, stand- 
ardization, transportation, storage, packing, processing, de- 
mand creation, risk-taking, financing, and distribution. These 
savings have, of course, partly depended upon the character 
of the product handled, partly upon the volume of business, 
and partly upon the efficiency of managements. Great as these 
economies have been in certain instances, it is believed that 
they can be much greater if codperatives will pay more at- 
tention to the efficient performance of these marketing fune- 
tions and less attention to arbitrary price-fixing. 

Still another way roughly to measure the advancement of 
the codperative movement is through a consideration of social 
and educational results. 


Social and Educational Benefits 


The preceding chapters have recorded progress in social and 
educational matters for some general farmers’ organizations. 
These large organizations have established social centers for 
farmers where a variety of social activities have been engaged 
in, all tending to socialize the farmer. Some of these general 
organizations have also helped to develop our educational 
system. They have aided in the passage of bills, in the ad-. 
ministration of agricultural colleges, and in the furtherance of 
extension programs for farmers. In fact, some of these gen- 
eral associations, while they could have done more socially and 
educationally, have justified their existence many times 
through their social and educational efforts. 

Besides the social and educational progress made by general 
farmers’ organizations, business codperatives have also been 
making progress in social and educational fields. They have 
been participating more’ and more in social and educatiqnal 
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activities until now picnics are held, programs of different 
sorts are put on, educational extension promoted, and women’s 
auxiliaries are fostered by business codperatives. The extent 
to which business associations have gone in these respects has 
partially been measured by Benson Y. Landis in his publica- | 
tion known as Social Aspects of Farmers’ Coéperative 
Marketing. 

_ Instill another way the progress of the codperative market- 
ing movement might be shown, namely, by the changes in the 
objectives of codperative marketing associations. 


Rational Objectives 


It appears from checking the aims of associations, that there 
has been a tendency of late for codperatives to adopt more 
rational objectives than formerly. Speeches of leaders, writ- 
ten statements of associations, and business policies of asso- 
ciations seem to be away from such aims as “killing specula- 
tion,” wiping out middlemen of all sorts, setting prices 
arbitrarily, and launching political parties. Now the tend- 
ency of codperatives seems to be toward (1) improvements in 
the marketing services, (2) and toward reductions in market- 
ing costs. If this assumption is correct, then undoubtedly there 
has been real progress, because the former set of objectives 
is far less likely to be attained than the latter. Less time, 
then, is now being spent on the impossible and more on the 
possible. This is an excellent sign of advancement. 

Nevertheless, it seems to the author that further progress 
‘of the codperative marketing movement awaits the solution 
of several important problems. Attention will now be directed 
to these difficulties. 


Conditions of Future Progress 


Among the problems that need solution in the immediate 
future if the codperative marketing movement is to make rapid 
progress are these: (1) a better correlation of production and 
sales; (2) better management; (3) better methods to keep 
members informed about their associations; (4) better adver- 
tising; (5) better means of helping retailers and wholesalers 
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sell the codperative products; (6) better standardization for 
some products; (7) greater centralization in some lines; and 
(8) lower costs-to-sell. 


Balancing Production 


The codperatives of this country have made little progress 
in correlating production and sales. Over- and underpro- 
duction still stalk abroad in the land. The very nature of 
the agricultural business seems to make this problem espe- 
cially difficult to solve. Farmers are many and scattered. The 
productions of individual farmers are relatively small. The 
weather man is as yet practically uncontrolled. Education 
on the desirability of limiting production is wanting. But 
despite these obstacles it seems that it will be necessary to 
make a genuine effort to solve this problem. Which way 
shall the farmers take out of this wilderness? 

Farmers have tried to correlate production and sales 
through taking over the storage function. But this has merely 
helped to distribute the product more evenly throughout the 
year. Farmers have tried to correlate production and sales 
through proclamations, telling farmers to cut down on the 
acreage of certain crops. This procedure, however, has only 
been temporarily successful in a few instances. Farmers 
have attempted monopolistic methods, but these tactics have 
been declared illegal. Farmers have likewise resorted to fol- 
lowing market and crop news, but this method like the others 
has generally failed. What then can farmers do to solve 
the problem of unbalanced production? 

One suggestion is that they enter codperatives, and agree by 
written contract to devote only a specified acreage to each 
crop, as they now agree by written contract to sell all their 
products through codperative associations. If the production 
were gauged according to consumptive demands, and if the 
farmers were nearly all to act unitedly along this line, and if 
the method were to be declared legal, very likely this pro- 
posal would be practical. However, the author has used 
three ifs—and they are important. In the first place, more 
information relative to production and consumption of cer- 
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tain crops is needed before this scheme could be considered 
feasible. In the second place, farmers would need to know 
far more about the codperative movement before this plan 
could be considered practical. And in the third place, the 
legal status of such a scheme would need to be determined 
before it could be considered enduring. The success of such 
a method would therefore be remote if it turned out to be 
_practical at all. 

About the only feasible way open for farmers to correlate 
production and sales at present seems to be through educa- 
tion as to production and consumption demands. Codpera- 
tives perhaps can do most in promoting such education. Here 
is a real problem for them to solve. 


Better Management 


Future progress in codperation partly waits for better man- 
agement. This fact is brought out by figures gathered by 
the United States Department of Agriculture, which indi- 
cate many failures are the result of bad management. Co- 
operatives can help solve this problem by being more careful 
in selecting managers and by developing understudies. 


Better Informational Methods 


The progress of the codperative marketing movement is 
partly checkmated by inadequate methods used to inform 
members of the activities and character of codperatives. 
Perhaps this obstacle might be better overcome if codpera- 
tives were to set experts at work in developing informational 
methods. Certainly much further work needs to be done in 
this field. 


Better Advertising 


The codperative movement could be furthered by better 
advertising, as was pointed out in the chapter on advertising. 
More expert advice on advertising is needed by codperatives 
in general. If codperatives could make their advertising 10 
per cent more effective, they could create demand far more 
efficiently than they are doing at the present time. 
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Helping Retailers and Wholesalers 


By taking a leaf from the manufacturer’s notes, the great 
majority of codperatives could improve their selling methods. 
For some time the manufacturers have been aiding whole- 
salers and retailers to sell goods. This is done by national 
advertising, by suggestions on window displays, by sugges- 
tions on salesmanship, on store management, and the like. 
While some associations are following the lead of manu- 
facturers in this respect, not nearly enough are doing so. 
This is surely a way toward progress. 


Better Standardization 


Progress in codperative marketing waits on better stand- 
ardization of some products. Many vegetables and fruits 
should be better standardized. This is particularly true of 
apples. Now “Everybody’s Apples Are Best.” This seems 
a foolish thing for apple growers to think, but none too fool- 
ish to be human. If codperatives could just standardize 
more completely their products great progress would result 
therefrom. 


Greater Centralization 


Before much hope for progress can be shown in some fields, 
associations will have to federate or centralize. To-day there 
are altogether too many little competing codperative cream- 
eries, cheese factories, livestock shipping associations, wool 
pools, vegetable and fruit associations, and grain elevators. 
A federation or an amalgamation would partly eliminate 
competition, duplication, and inefficiency. The call for fed- 
eration or amalgamation is insistent, loud, and strong in many 
codperative lines. 


Lower Marketing Costs 


Finally, future progress in the codperative world is partly 
dependent upon the reduction of costs-to-sell of codpera- 
tives. The chapter on marketing costs clearly indicates that 
there is a wide variation in marketing costs. and that some 
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cooperatives are in dire need of reducing their operating ex- 
penses. No doubt if all associations were to give more at- 
tention to a reduction of their marketing costs, savings in 
the great majority of cases would result therefrom. That 
some organizations are critically examining their costs is in- 
deed a good sign that the officials are thinking seriously of 
this important subject. Much should be expected in the fu- 
_ ture along this line. 


Conclusion 


Figures gathered by the United States Department of Agri- 
culture reflect a great growth in the number of codperatives, 
‘the membership of codperatives, and the volume of business 
of codperatives for ten years or more. This growth signifies 
a widespread interest in codperative marketing to the extent 
of active participation in it. This growth also opens up 
greater avenues for large-scale economies in codperative mar- 
keting. While the growth may not be a sign of great prog- 
ress, it is sign of an abiding interest by hundreds of thousands 
of farmers in the movement. 

The economic results show that substantial dividends and 
prices have been obtained by some associations, and that 
failures have also attended the codperative movement. Stud- 
ies of the failures, however, show their causes and should, 
therefore, reduce the mortality rate in the future. Real gains 
have also been registered in a better performance of some of 
the marketing functions by some codperatives. 

Social and educational results have been markedly bene- 
ficial because of the work along these lines by general farm- 
ers’ organizations, and some by business codperatives. Per- 
haps more benefits will ensue in the future, however, than 
have ensued in the past, because more associations are em- 
phasizing social and educational activities than ever before. 

Progress in the codperative movement has also been noted 
by the changes in objectives of many organizations. Asso- 
ciations are emphasizing less the elimination of speculation, 
the elimination of all middlemen, the fixing of prices arbi- 
trarily, and the formation of political parties, and emphasiz- 
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ing more the improvement of marketing services, and the 
reduction of marketing costs. This is a distinct sign of prog- 
ress, for the latter objects are more likely to be attained than 
the former aims. 

Future progress in the movement, however, seems somewhat 
dependent upon the solution of definite codperative prob- 
lems. Among these problems are: (1) a better correlation 
of production and sales; (2) better management; (3) better 
methods of keeping members informed on their associations; 
(4) better advertising; (5) better means of helping retailers 
and wholesalers; (6) better standardization for some prod- 
ucts; (7) greater centralization in some lines; and (8) lower 
costs-to-sell. 


QUESTIONS AND PROBLEMS 


1. From what viewpoints may the progress of the codperative 
movement be shown? : 

2. Why may not growth in the movement indicate codperative 
progress? What then does the tremendous growth in the co- 
operative movement signify? 

3. Why has the membership in codperative associations grown 
so rapidly since 1915? 

4. How do you account for the fact that cotton and tobacco 
cooperatives have decreased in numbers since 1915, but 
grown in membership since that date? 

5. What are some of the economic results of codperative asso- 
ciations? 

6. Read Landis’ Social Aspects of Farmers’ Coéperative Market- 
img, and report on it in class. 

7. What objectives were formerly emphasized by codperatives, 
and what objectives are at present emphasized? 

8. Compare the objectives of a codperative established in the 
al with the aims of a codperative established since 

9. Outline the problems that now confront codperatives. 

10. What are the objections to limiting production through 
written contracts? What method would you propose to solve 
the problem of unbalanced production? 

11. Draw up a program that you think would keep farmers 
informed on their codperative association. 
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BUSINESS ASPECTS OF AGRICULTURE 


AGRICULTURAL COMMERCE 
By Grover G. Hurpner. A complete practical discus- 
sion of production, markets and all the mechanism of 
Sek oka: various products. Present problems dis- 
cussed. 


MARKETING AGRICULTURAL PRODUCTS 
By Benjamin H. Hipparp. Shows how produce is 
actually marketed, and discusses all the problems in- 
volved. Special attention is given to cooperative move- 
ments and other attempts to improve conditions. 


THE ECONOMICS OF A FOOD SUPPLY 
By W. O. Heprick. The various steps by which a daily 
supply of food reaches the consumer. 


COTTON AND THE COTTON MARKET 
By W. Hustace Husparp. A complete outline of the 
process of raising and selling this great staple. Dis- 
cusses all the factors affecting the cotton crop and 
describes the practices by which cotton is sold on the 
great exchanges. 

WHAT THE FARMER NEEDS 
By Isaac Lipprncott. Pertinent analysis of the recent 
problems of the agricultural interests. 

THE FARMER’S CAMPAIGN FOR CREDIT 
By Crara Extor. A history and a survey of a vital and 
continuing problem. 

FARM ACCOUNTING 
By Hiram T. Scovirt. How to keep an exact record 
of farm operations and how to draw guidance from 
proper farm accounts. 


THE MANAGEMENT OF THE FARM 
By Lrewettyn A. MoorHouse. Gives in concise form 
the principles underlying the management of all types 
of farming, 
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